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Gy CONTINENTAL 
CAN COMPANY, Inc. 


The year end dividend of twenty-five 
cents (25¢) per share on the common 
stock of this Company has been declared 
payable December 15, 1943, to stock- 
holders of record at the close of business 
November 26, 1943. Books will not close. 


J. B. JEFFRESS, JR., Treasurer 











The New York Central Railroad Co. 


New York, November (0, 1943. 

A Dividend of One Dollar ($1.00) per share on the 

capital stock of this Company has been declared pay- 

able January 15, 1944, at the Office of the Treasurer, 466 

Lexington Avenue, New York 17, N. Y., to stockholders 
of record at the close of business November 20, 1943. 

GUSTAVE H. HOWE, Treasurer. 





The Western Union Telegraph Co. 
DIVIDEND No. 267 
A dividend of 50 cents a share on the Class A 
stock of this company has been declared, payable 
December 15, 1943, to stockholders of record at 
the close of business on November 19, 1943. 
G. K. HUNTINGTON, 


November 9, 1943. Treasurer. 





The Directors of CONTINENTAL MOTORS COR- 
PORATION declared a dividend of fifteen cents per 
share on the outstanding common capital stock, payable 
December 17, 1943 to stockholders of record at the 
close of business November 26, 1943. 

The Holders of the old No-Par value and the old 
$10.00 par value common capital stock, issued and dated 
prior to October 25, 1935, will be required to exchange 
their certificates, share for share, for the present $1.00 
Par value before receiving this dividend 




















UNDERWOOD ELLIOTT FISHER COMPANY 


The Board of Directors at a meeting held November 
18, 1943, declared a dividend for the fourth quarter of 
the year 1943 of $1.00 a share on the Common Stock of 
Underwood Elliott Fisher Company, payable December 8, 
1943, to stockholders of record at the close of business 
November 29, 1943. 

Transfer books will not be closed. 


C. S. DUNCAN, Treasures 














Attention 
Treasurers ! 


Leading corporations run their 
current dividend notices with us! 
They know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 

What better audiences could 
you possibly find to place your 
dividend notices before. 

This is an inexpensive way to 
build permanent stockholders—to 
build confidence among security 
holders in your company and its 
current management. 

Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 

Circulation analysis on request. 


Address—Advertising Department 
90 Broad Street New York, N. Y. 
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Westinghouse El 


It is estimated that 70 per cent of our industrial pro- 
duction is now for war. The figure itself is one measure 


of the huge reconversion job that will face us when peace 


comes, beginning with capitulation of Germany. But the 


dimensions of the problem vary greatly from industry to 


industry, as thoroughly analyzed in the article on page 168. 
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DP, LOOK AND LISTEN .. . Those who can’t see 
e forest for the trees—and that includes organized 
bor, the farm bloc and those in business and in 
Wall Street who are speculating on inflation—ap- 
arently are blissfully unaware that the “gas” supply 
ft their expected continuing joyride is already be- 
ining to decline. 

‘The ‘“‘gas’’ is the Government's total expenditure 
br war. This reached its monthly peak in June at 
688,000,000. For October it was $7,105,000,- 
0, or $583,000,000 per month under the top fig- 
If you think this is a temporary “‘lull’’, take 
bte of the announcement that the War Department 
is scaled down its previously projected spending 

the current fiscal year by $13,100,000,000 and 
t it plans to return this sum to the Treasury. In 
le time the Navy will be heard from, since it may 
#fely be assumed that the Army has not been alone 
n over-estimating its need for funds. Some 10,000 
var contracts—with an estimated value of more 
han $6,000,000,0o00—have already been cancelled. 

Moreover, from an inflationary standpoint, the 
gas” we are getting today is of much reduced 
bower. That is, the Treasury is no longer swelling 
he nation’s purchasing power by creating billions of 
tw money through the credit mechanism of the 
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The Trend of Events 


commercial banks but, instead, is getting its funds 
from “old” money through tax revenue and absorp- 
tion of savings by bond sales to others than commer- 
cial banks. It is conceivable that it may retain this 
significantly changed status through the end of the 
war, as is explained in our special article on page 
175. 

Nothing said here implies a sudden or drastic 
crumbling in the swollen structure of national in- 
come. But the evidence does clearly suggest that 
the basic fuel for the inflationary fire is definitely 
tapering off in quantity and “quality”. Together 
with the aprpoaching end of the war in Europe— 
whether it comes by spring or not until summer— 
this implies to our mind that the joyride of the labor 
unions and the farm bloc is living on borrowed time, 
even though it now bids fair to get faster and mer- 
rier for another mile or two. 


WAGE-PRICE "CRISIS"... One of the most over- 
worked words in the English language is “crisis’’. 
For the sake of sane perspective, it would be illumi- 
nating to go back through the newspapers of the past 
decade and note how many dozens of times a “‘crisis”’ 
—if not “crucial crisis’-—has been proclaimed by the 
headlines on authority of supposedly responsible and 
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informed officials, politicians, commentators, etc. 
For most of us, life went on—not so much changed. 

Now we have another one, or more of the same: 
price-wage control is about to collapse, so we are 
told. Mr. Raymond Clapper, whose popularity as 
a columnist has rested largely on a reputation for 
keeping his feet on the ground, proclaims—and he 
is not alone—that ‘‘apparently we are set to be 
taken for a cynical profiteer’s ride into uncontrolled 
price inflation.” 

We disagree—partly for the reasons cited in the 
preceding editorial, partly because we doubt that 
Congress is quite as crazy as Mr. Clapper implies it 
to be, partly because we have greater faith in the 
intelligence and determination of the Administration 
than Mr. Clapper currently seems to have. 

We do not approve of further concessions to the 
labor and farm pressure groups, but neither do we 
figure that all will be lost thereby. From the start 
the Administration’s defense has been elastic, and 
still is. It will bend, but not collapse. Therefore, at 
this time of much heated clamor and loose talk, we 
are going to stick out our neck and predict that the 
retreat now in the making will be to a newly pre- 
pared position, that the present bitter fight between 
Congress and the Administration on food subsidies 
will pave the way for a compromise on the 1944 
program, that moderate general increase in wages 
and farm prices will represent a reconstituted de- 
fense line rather than an uncontrollable “spiral,” and 
this new line will have a better than even chance 
of holding until the war in Europe ends—after 
which the columnists will be talking about a different 
kind of “crisis”: one that will have to do with the 
threat of deflation in employment, purchasing power 
and farm prices. And when the time comes, no doubt 
that “crisis”. also will be exaggerated in the heat of 
debate. 


RAW MATERIALS STOCKPILING ... The idea of 
post-war stockpiling of vital raw materials from 
abroad appears to be gaining ground in Administra- 
tion quarters. What with the heavy drain on our 
own resources due to immense war demands, such 
proposals unquestionably have much appeal. Re- 
sultant benefits are expected to be threefold: (1) 
Rebuilding of our own war-depleted resources; (2) 
The fostering of export trade by accepting large im- 
ports of such raw materials in return for our gcods; 
(3) Providing a means for a partial eventual squar- 
ing of lend-lease accounts. All three are laudable 
and point 2, it seems, holds no less importance than 
point 1 in current official thinking. 

Thus, it is suggested that Britain after the war 
supply us free of charge with large tonnages of 
rubber from the Malay States, and oil from the 
Middle East. Whatever the mechanics of such an 
exchange, it must be considered that Britain after 
the war will probably need all the dollars she can 


earn through regular sales to pay for urgenth 
needed materials and foodstuffs. This being so, the 
plan would be feasible only if she manages to foro 
production far beyond anything attempted before. 

The scheme may stand a better chance when ap. 
plied to Russia which might supply us with vitally 
needed minerals such as manganese and chromium 
in return for heavy machinery. 

Most likely, foreign partners able and willing to 
participate in such a scheme can be found but the 
idea may well founder on the rocks of home oppos. 
tion which may look askance at perpetuation of 
Government intercession in regular trade procedure, 
though, if properly handled, we can see nothing ob. 
jectionable. Actual stockpiling of oil is of cours 
hardly feasible owing to scarcity of storage facilities: 
rather, acquisition and exploitation of foreign oi h 4 
properties would have to be undertaken which maf 
not find favor among purely domestic petroleum 
producers. 

Successful application of the idea would appear to 
hinge largely on the mechanics evolved to carry it 
out. While eminently desirable from a national viev- 
point, practical as well as political considerations 
may considerably limit its scope. 
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OUT OF BALANCE ... In quite a few countries com 
modity prices have risen much more sharply than in 
the United States. The League of Nations Monthly 
Bulletin observes that, as compared with the first 
half of 1939, the wholesale price level here has 
increased by 35 per cent, whereas in Great Britain 
the rise has been 66 per cent. The bulk of the latter 
rise occurred relatively early in the war period, with 
the situation now apparently under fairly effective 
control. ; 

Prices in neutral countries, both in Europe and 
Latin-America, have gone up even more sharplj 
than in belligerent countries. Thus, there has been 
a rise of 79 per cent in Sweden, 105 per cent in 
Switzerland, 126 per cent in Portugal, 98 per cent 
in Argentina, 105 per cent in Peru. In Germar- 
occupied nations, and in China, price inflation is in 
the galloping stage. 

Under war-time controls, the foreign exchange 
rates do not reflect these drastic and widely varying 
changes in internal price levels. Nevertheless 3 
greatly unbalanced situation has been built up and 
unbalance may be further aggravated before the war 
is over. t Ww 

The end of the war will set in motion powerful it 
forces pressing toward a workable price equilibriumfte F 
between the nations. It is to be hoped that the defi w: 
flation of excessively high price levels will constituteBhis ; 
the major part of the corrective—but deflation isfnd 
painful and politically unpopular in all countries Brit; 
For countries with price levels out of line on thefhith 
high side, the only alternative to deflation would befine } 
revaluation of currencies. 
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The eyes of the world are focused on the 
{editerranean, where military movements are hold- 
g their breath awaiting the momentous decisions 
» be made by President Roosevelt, Stalin and 
hurchill. 

The epochal meeting in Moscow is about to be 
ranslated into concerted action, and the Nazis are 
djusting their lines—shortening and consolidating 
eir position, to prevent a decisive knockout blow, 
nd to secure the time necessary to enable them to 
eadjust their political front preparatory to peace 
aneuvers. In the meantime, they are resorting to 
e makeshift of devious bargaining with the object 
Mf delaying the moves called for by United Nations 
rategy. 

That there are still important political obstacles 
or the United Nations to overcome is evidenced by 
ranco’s action in congratulating the new Japanese 
uppet President in the Philippines, which was fol- 
owed by criticism of the Moscow pact by the Na- 
jonal Catholic Welfare Conference. Whether these 
wo acts are related, or whether the latter was in 
esponse to Russian Ambassador Oumansky’s state- 
nent regarding the 1939 Polish frontier, is not clear. 
ope anditt any rate, it shows that the Vatican 
sharply stili uncertain regarding Russian in- 
has bectientions. 

cent If French activities in Lebanon, too, are 
per centiot helping the Allied cause, at a time when 
Germatitey are preparing for the moves in the 
lon 1s lMastern end of the Mediterranean. To 
tir up the Arab world at this moment 
hsts doubt on DeGaulle’s qualifications as 
tader of the French, and his sincerity as 
ar as the United Nations are concerned. If 
his move was designed only to secure fav- 
rable consideration of French demands, 
{was a dangerous, ill-considered action. 
fit was an attempt to stage a rebirth of 
¢ French colonial empire on African soil, 
twas badly timed, for such activities at 
his crucial moment can only help the Axis 
ind stir up trouble for the Allies. The 
itish-French quarrel over the situation 
mth the charges of political intrigue on 
me hand—and imperialism on the other— 
ily confuses the issue. 

All in all, recent events in the Mediter- 
anean, which includes the reports of new 
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, g See Ot | BY CHARLES BENEDICT 


SHADOWS OF EVENTS TO COME 





activity by Von Papen who seems to be able to move 
about with impunity from country to country—the 
failure of the British to hold Leros—and the delay 
in Turkey’s entrance into the War—point to influ- 
ences working for the Nazis. Turkey in particular 
is subject to demonstrations from both sides. The 
Moscow conference brought the Turks quickly to 
the brink of action on the side of the United Nations. 
The failure at Leros was designed by the Nazis to 
stop them by showing that they did not lack in fight- 
ing qualities or power, and that they were prepared 
to meet any move against them by the Turks. The 
British lost important island bases that would have 
been very useful if the Turks decided to continue to 
play safe in their role of friendly neutrals, which has 
been so profitable financially to them. 

So long as we are occupied in the game of political 
move and counter-move, it seems to me we can ex- 
pect little military activity in the Italian theatre if 
we continue our policy which has always been to 
smooth the way for our armies so as to expend a 
minimum of man-power. 

The only really bright note on the political front 
was Secretary Hull’s ad- (Please turn to page 212) 





An Arab market place in the native quarter of Algiers. 































































Cross-Currents in Year-End Market 


We regard the current rally as a technical interruption in a probably 
unfinished intermediate reaction, with the previous average lows likely 
to be tested before long. Therefore, we repeat our previous recom- 
mendation to defer longer-term investment purchases for appreciation. 


oe. a 


For perspective: it is now more than four months 
since the averages made their highs last July in a 
fifteen-month advance which amounted to approxi- 
mately 53 points in the Dow industrials, 15 points 
in the rails and nearly 12 points in the utility 
average. 

The subsequent pattern to date has been one of 
successively lower highs on the rallies, successively 
lower bottoms on the declines. At the lowest point 
yet reached on this presumably “intermediate” move- 
ment, the industrial average was down 18.58 points 
from its high (closing price basis) or by about 12.7 
per cent, which represented a cancellation of 35 per 
cent of the previous total rise. The rail average was 
down by 6% points or about 17 per cent, cancelling 
43 per cent of previous total rise. The utility aver- 
age was down 2.15 points or 9.6 per cent, a cancella- 
tion of a bit more than 18 per cent of previous total 
rise. 

The lows to date were made on Nov. 8 in the rail 
and utility averages, on Nov. 17 in the indus- 
trial average. Toward the end of last week, con- 
tinuing to this writing, there developed the strongest 
and broadest rally in some weeks. This would indi- 
cate that at the recent lows the market had been 
over-sold—but whether it was technically over-sold 
on more than a minor trend basis remains to be 
demonstrated. The orthodox chart interpretation— 
or assumption—will be that it is another minor up- 
turn within an intermediate downtrend and hence 
that the market remains a sale on rallies. 

We must repeat that we have no strong convic- 
tion about the nearby market outlook. For many 
weeks stock prices have been reflecting primarily the 
confusion and uncertainty in the minds of investors 
and speculators concerning the duration of the war 
and what the period following German defeat holds 
for business and corporate profits. The market is 
already, in short, in its own transition period. Con- 
fusion and uncertainty make people cautious, hence 
the net effect has been bearish. 

However, the present speculative position is very 
light and on a technical basis the case for a cumula- 
tive spiral of liquidation is not a strong one. This 
leaves the market to blow hot and cold with the 
news and with week to week shifts in trading senti- 
ment. The fact that the breaking, on Nov. 8, of 
the long-held 134 level by the industrial average was 
followed only by 334 points additional decline on 
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low volume, and no additional decline in the rail o 
utility averages, as well as the further inconsisten 


that a brisk rally is now in progress, are merc '° 


further samples of the psychological confusig 
existing. 

Why is the market rallying? 

Some may argue that the temporary milita 
stalemate in Italy and the recent set-back suffered 
one sector by the Red Army tend to deflate ear| 


peace hopes; and that, because the whole declingZ 


since July has been geared to “looming peace”’, any 


thing pointing the other way calls for rally. With 


out denying this, we would pin very little faith tot 
and certainly as a matter of longer-term investme 
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While many ob- 
servers continue to 
advance ‘“‘inflation” 








14 rd) 


ivestme AUG. SEPT. oct. NOV. 


ag olicy we would ignore it. Whatever the exact tim- 
1g of peace in Europe, the stock market will not 
gain recapture the mood with which it regarded 
bs, he war prior to the fall of Mussolini. 
In the long rise up to July the market was dis- 
punting peace and general expectations of a post- 
ar business boom—a process aided by dynamic ex- 
ansion in the supply of investible funds and by much 
nk of “‘inflation.”” However valid the thesis of 
ost-war boom may be, it has been our view for some 
me that the market would run into trouble when 
eace began actually to loom on the horizon, not 
\ tly because all stocks except ‘‘war issues” had for 
any months been discounting the United Nations 
——| fttory and the assumed post-war prosperity but also 
cause it seemed plain that, as the time approached, 
ire would be investment and speculative uncer- 
hinty, if not considerable apprehension, regarding 
tt degree and duration of the decline in industrial 
—— [tivity during the ‘‘changeover’’ period. 
The price decline already experienced has partly 
\ scounted the coming adjustments. We doubt they 
ave been fully discounted by the prevailing level. 
ince the scope of the coming drop in industrial pro- 
tion is highly conjectural—with opinion varying 
idely—we have no conviction at present as to what 
wel of the averages would adequately discount it. 
Unless the speed of the thus far irregular, zig-zag 
_,jJ §P"nward movement is increased substantially in 
IND fe near future, it is doubtful that the maximum 
trket readjustment to peace and industrial tran- 
tion will be completed this year. Further reaction 
ito December—a familiar pattern in most years 
Md helped along by sales for tax adjustment pur- 
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—if not also related 
to the current rally— 
it is curious to note 
that some of the same people also argue that the an- 
nounced cut of $13,000,000,000 in Army spending 
during the rest of the present fiscal year is bullish 
because it makes certain that taxes will not be raised 
beyond the quite modest limits provided in the pend- 
ing house-sponsored bill. We can’t see it that way. 
In the first place, it has been evident for weeks that 
tax prospects would give the market nothing to 
worry about. 

Certain it is that—partly because war spending is 
substantially less than was budgeted and partly be- 
cause tax revenues are running well above earlier 
Treasury estimates — investible funds are not 
now being created by bank deposit inflation at any- 
thing like the pace of 1942 and the first half of 1943. 

Of course, there is one very hopeful aspect about 
the coming industrial readjustment period that was 
never present before in a production slump. It is 
that, regardless of how much decline there may be 
in the Reserve Board preduction index, there can 
not be a proportionate decline in corporate profits. 
For at least two years—probably more than ample 
time for readjustment and the beginning of renewed 
economic expansion—the various tax ‘‘cushions” 
about which this publication has frequently spoken 
would importantly sustain corporate earning power. 

On the other hand, it is to be doubted that the in- 
vesting public has yet sold itself on the matter of tax 
cushions; and earning power derived in this abnor- 
mal way may well command less confidence than 
“regular” earnings. 

We have for some time been advising that longer- 
term investment purchases be deferred and we see 
no reason yet to alter this view. 
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Varying Reconversion Problems 


Of The, Leading Industries 
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Where Most Difficult 


BY E. A. KRAUSS 


There is quite some difference between 
preparing for war and preparing for peace. 
The former demands organization of indus- 
try into as well-meshed a production unit as 
possible. The latter, that is reconversion, 
means unscrambling that unit and returning 
its components to their proper places in the 
national economy. In the process, a host of 
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Braiding machine for covering 
shoe 


General Electric ship cable 





problems are bound to arise. Some are rela- 

tively simple, others well nigh insuperable. Many 
businesses, and in fact many industries, will face new 
conditions, new kinds of competition. Their problem 
often is: Reconversion to what? Thus while the 
conversion task was difficult, reconversion is likely to 
be more so, in a number of industries. 

In 1942 we devoted some 55% of our production 
to war; this figure has since risen to about 70%. 
War expenditures are currently running at an annual 
rate of some $90 billion. With the advent of peace, 
not only will we have to reconvert this major por- 
tion of our productive resources to civilian output 
but it is essential that we maintain a correspondingly 
high over-all level of production despite the with- 
drawal of war expenditures. These two simple facts 
aptly describe the magnitude of the reconversion job. 

It is practically certain that the war will not termi- 
nate on all fronts simultaneously. Next spring or 
mid-1944 is now the most widely accepted time for 
the end of the European phase. Thus before global 
victory is won, there will be drastic shifts in war 
requirements and the incidence of at least partial 
reconversion is approaching fast. Recognizing this, 
both industry and Government are now actively 
planning ahead. 

With the Far Eastern war alone to be fought, 
many plants, and perhaps entire industries, will be 
in a position to shift back to civilian output; 
altogether it is estimated that only about 50% of the 
capacity now engaged in war production will then be 
needed. War spending is expected to shrink to an 
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these 


annual rate of some $65 billion, or 35% below their 
current levels; and the drop may be more. Armyg®! 
programs would be cut drastically with ordnance outg*"¢ ‘ 
put dwindling to almost nominal levels. Even mer-§™Ce 
chant ship building, in that event, is expected to begPanie 
trimmed to a mere fraction of present peak output y'¢ | 
with demand centering principally on naval ships less t 
and equipment, heavy bombers and naval type air 
planes generally. 

Wherever possible, war plants no longer needed Th 
will be quickly shifted to civilian production to east 
shortages. Much of the surplus machinery, accord- 
ing to tentative plans, will be made available for pag 
export to help with the reconstruction task abroad :.. 

As plans stand now, no sharp break between wath, 
and immediate post-war operations is envisaged. 4). 
rather reconversion will emerge gradually whiciy.... 
should greatly stabilize the process as a whole. speci 
However, this prospect also has its disadvantages§y, 
Already it has created considerable worry in many, iy. 
sectors of industry as to the prospective order of ref, 
conversion. Government tendency, it appears, is th. 
hang on to the most efficient producers, allowingf,,.:, 
others to reconvert. This, some argue, would peng. , 0 
alize the efficient by giving his competitor the jum) Sw. 
on peace-time markets. Also, West Coast manufac ie , 
turers fear that Eastern producers may get firs span 
crack at post-war markets because West Coasf.y) 
plants, closer to the Pacific theatre of war, may have o 
to continue longer with munitions output. Board 

Obviously, Government assurance on these and mugur 
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other points is important, if reconversion is to run 
smoothly. One is the question of Government co- 
operation in permitting complete rather than piece- 
meal reconversion of individual companies; whole 
plants might otherwise be tied up by a relatively 
gmall residue of war orders. To avoid this, it is 
Janned to concentrate gradually war production 
m plants built specifically for that purpose, releasing 
other, mostly private, facilities for quick reconver- 
sion. But even with maximum benefits from such a 
policy, serious problems will arise in a good many 
instances. 
' Most industries, to meet war demands, were com- 
pelled to expand productive facilities materially. 
This poses one of the most interesting questions: 
How much of the new capacity will be reconverted ? 
he answer should serve as an admirable barometer 
of industry confidence in the post-war outlook, of 
industry determination to provide maximum employ- 
ment. A tentative answer to this question has just 
become available in the form of a survey recently 
undertaken by the National Industrial Conference 
Board. It shows that four out of ten firms ques- 
tioned are planning 100% reconversion of plants 
and productive facilities. About 45% of the non- 
durable goods companies answering the Board’s 
questionnaire, and about 39% of all durable goods 
producers contemplate complete reconversion of war 
facilities, with steel, electrical equipment, petroleum, 
shoe and leather, and textile companies prominent in 
these categories. Reconversion of more than half of 
, belowftieir plants and facilities is expected by about 15% 
Army of the companies surveyed. Outstanding in this group 
nce outq’te concerns in the automotive, machine tool and 
en mer-{olice equipment industries. About 6% of the com- 
d to befPaies reporting, including concerns in the chemical 
output, ind metal products industries, intend to reconvert 
al ship kss than half of their war-time facilities. 


ype air. 
Industry Shows Confidence 


a Though probably incomplete, and tentative to an 
accordftknown degree, these figures speak an eloquent lan- 
ble forget2ge- They bear witness, first of all, to the con- 
shroul idence that prevails in consumer goods circles as to 

post-war prosperity in their fields. But surprisingly, 
— 7 they also reveal prevalence of a fairly optimistic 
on outlook in capital goods industries, such as steel, 
y_walt\eectrical equipment and machine tools. In the latter, 


le. ‘ s 
vo ‘specially, war-time expansion was enormous, and 
an a plans for reconverting more than half of existing 
in j 


facilities would point to post-war capacity consider- 
ibly in excess of pre-war. No less important, these 
igures attest to industry’s earnest efforts to maintain 
maximum production, and thereby employment; that 
sa general production level considerably exceeding 
pre-war peaks. Reconversion intention, percentage- 
mse, is naturally lowest in industries where war-time 
‘xpansion was greatest, and overcapacity thus abnor- 
mally large, and cannot profitably be returned to 
Peace-time use. On the whole, the results of the 
Board’s survey must be regarded as a favorable 
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Pouring cylinder blocks at the 
Studebaker foundry 


In appraising reconversion problems and: difficul- 
ties, it must be stated at the outset that for the 
majority of industries, the change-over presents no 
major problems though conditions naturally vary. 
It is estimated that over 25% of the‘ industries par- 
ticipating in the war effort have no plant reconver- 
sion problem since their war contracts call for goods 
or services identical with, or similar to, those of 
peace-time. These comprise an important segment 
of our economy and include such industries as food 
products, clothing, meat packers, baking and milling, 
soft drinks, coal, drugs, leather, shoes, air transport, 
metal mining, dairy products, petroleum, paper, 
brewing and distilling, retail trade, railroads, soap, 
sugar, tobacco and utilities. With most, engineering 
or technical problems are entirely absent; in some 
few cases they are quite minor. 

Altogether, it is estimated that about one-third 
of industry can return to peace-time production im- 
mediately or in shortest order. Some, however, may 
find their normal transportation or distribution 
facilities disorganized; while production can be re- 
sumed at once, the distribution end may require a 
period of readjustment. This applies especially 
where sales organizations must be recreated or 
where distribution facilities such as cars and trucks 
are inadequate. 

Little time for the change-over, generally less 
than three months, will be required by many major 
industries. Thus reconversion will be rapid in the 
steel, textile, rubber tire, building, container, farm 
equipment, paint, household furnishings, electrical 
equipment, chemical and foundry industries. 

Four to six months will be required by the auto- 
motive, heavy machinery, machine tool, metal fab- 
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ricating, railroad equipment industries and some car- 
pet makers. 

More than six months will be needed by the office 
equipment industry, possibly a full year, while major 
problems will have to be faced by the aircraft manu- 
facturing and shipbuilding industries with extended 
periods of readjustment likely. With the exception 
of the latter two, reconversion as a whole, techni- 
cally speaking, should not be too difficult and only a 
small percentage of concerns may require outside 
financing to tide them over the readjustment period. 

The foregoing estimates are of course tentative 
and subject to change, depending on various condi- 
tions; also they may not apply to all companies alike 
within a given industry. Variations will occur in line 
with character and intensity of a company’s war pro- 
duction activity. Other, non-technical matters are 
also to be considered. 

Even where no technical reconversion problem 
exists, difficulties of a collateral nature may arise 
having an equivalent effect. Take for instance the 
drug and pharmaceutical industry where technical 
problems are totally absent but the inventory situa- 
tion is potentially dangerous. Such companies will 
have on hand, when the war is over, vast stocks of 
crude and prepared drugs, often acquired at high 
sie in various stages of processing for the Armed 

orces; the latter themselves will have large inven- 
tories. Until these are marketed in an orderly fash- 
ion, return to normal business is hardly feasible. 
However, foreign demand, especially for medicines 
and a variety of important drugs, may be great and 
thus the inventory problem may be less than after 
the first World War when dumping of surpluses de- 
moralized the drug market for a considerable period. 
An inventory problem also threatens in the shoe and 
leather industry but it may also be minimized by 
export or lend-lease demand. 

Just the opposite, lack of equipment, will be the 





End of final assembly line. First movement 
of a new car is in reverse gear 


initial problem in th: air transport industry. In the 
petroleum industry, tansitional difficulties are small 
and the expectation } that the industry will be able 
to find full post-war use for its expanded refining 
capacity. 

Retailers have no reconversion problem but they 
may continue to suffer from certain merchandise 
shortages and prospects are that rationing, as well 
as price ceilings, will be retained for some time after 
the war. Thus a transitional problem will exist, pos- 
sibly for many months. 


Various Collateral Problems 


Return to normal activity will be almost imme- 
diate for most food product companies but canners 
presumably can get going only after having secured 
containers of proper sizes which may take some time 
until an adequate stockpile has been built up by the 
container industry, now making chiefly large-sized 
containers for the military instead of the conven- 
tional smaller cans normally used by the canning and 
packing trades. 

Where technical or engineering problems do exist, 
their range is wide indeed. The problems of the air- 
craft industry have been discussed in great detail 
before. Here reconversion presents major difficul- 
ties and no estimate of the period required can be 
made. A variety of factors, largely unknown, will 
have to be considered, such as future Government 
and military policy, post-war plans of individual 
companies many of which may wish to enter other 
fields; also the future industry line-up, prospective 
mergers and the resultant division of markets among 
the remaining companies. These are longer range 
factors. Once the European war is over, production 
emphasis will probably be on large bombers, naval 
and carrier planes, that is the type of planes made 
by such companies as Glenn L. Martin, Consoli- 
dated-Vultee, Lockheed, Boeing, Grumman 
and Brewster. On the whole, reconversion 
with the aircraft industry will not become 
really topical until termination of the entir 
war, still completion of the European phase 
may entail important shifts, and as a prepar- 
atory measure, the industry has become 
greatly “inventory conscious,” is beginning to 
unload huge quantities of excess materials, 
supplies and machinery which in one instance 
amounted to over $10 million. The idea is 
to keep inventories within the 60 days lim: 
tation set by the Government which will not 
compensate for inventory losses suffered on 
excess supplies. For the industry, this policy 
can only be beneficial, assuring greater 
liquidity. Renegotiation, however, remains 
a big problem. 

From a technical standpoint, the recon- 
version problem of the automobile industry 
is momentous. The time element is governed 
partly by factors over which the industry has 
little or no control, such as methods of wind- 
ing up war orders, speed of removal of Gov- 
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ernment-owned machinery fri sj plants and 
the order in which the variowy plants of a 
company are freed from war .york and can 
be readied for peace work. ‘ihe order and 
speed of the freeing of plants of parts sup- 
pliers is a collateral problem, closely tieing 
into the transitional problem of their client 
industry. The matter of simultaneous plant 
release is thus a major one. 

Generally, reconversion is expected to take 
4 to 8 months but to achieve this schedule, 
the automobile producer counts on swift con- 
tract termination, quick permission to clear 
plants of Government machinery, prompt 
conversion of inventories into working capi- 
tal and ready access to raw materials needed 
for resumption of automobile manufacture. 
If any of these conditions are absent, recon- 
version will take longer. Yet some control 
over materials is desirable beyond the war's 
end to prevent a wild competitive scramble 
detrimental to planned production. It is held 
essential that initially only 1942 model auto- 
mobiles are made. 





General machine room for making aircraft chairs, wheels, 
etc., at one of the Bendix Aviation piants 





Should someone bring on the market a new 
model, the entire industry, in trying to counter this 
move at once, would require 18 months, instead 4 to 
§ months, to get underway. Hence freezing of 1942 
models, it is suggested, should be made mandatory 
not only for the established industry but for poten- 
tial newcomers as well since nothing could be more 
demoralizing either to the war effort or reconversion 
than to have everyone in the industry jittery about 
the possibility of a competitor jumping the armistice 
gun. Freezing of 1942 models, not only of automo- 
biles but virtually all consumer durable goods, for 
a stated period after the war is thus a definite pos- 
sibility and desirable for a variety of reasons. Mean- 
while no new cars are in sight until after termination 
of the European war. 


Varied Reconversion Speeds 


General Motors estimates it will take 4 months 
after the war ends to begin production, and an addi- 
tional two months until full production is underway. 
It figures that reconversion will cost $250 million, 
an enormous amount. Against this, the concern has 
pecial reserves of $75 million, and working capital 
of some $728 million. Reconversion speed will be 
imilar for the other two leaders in the field, Chrys- 
lr and Ford; the smaller independents may take 
‘iomewhat longer, with time required probably rang- 
ing from 4 to 12 months but much depends on how 
var orders taper off and on the freeing of plants. 
Some of the independents, too, may have initial dif- 
culties in recreating their dealer organizations, dis- 
tupted by the war. 

In the automotive parts industry, reconversion 
speed will vary with the type of war production; 
relatively little time, no more than sixty days, will 
be required where output ties in closely with normal 
operations. Elsewhere the maximum should be 
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about 4 months, with few exceptions. Stewart-War- 
ner may need up to six months, but Borg-Warner 
figures on no more than sixty days. Possible shifts 
in pre-war relationships between parts suppliers and 
leading automobile makers inject a certain element 
of uncertainty in the individual outlook picture but 
generally a return to former industry positions is 
anticipated. 

Reconversion will be rapid in the building indus- 
tries, in fact it has already begun. Makers of syn- 
thetic building materials should be fully reconverted 
within sixty days, some may take even less. The 
cement industry of course has no problem. But 
longer periods, possibly up to 4 months in individual 
instances, are required by makers of building hard- 
ware, stoves, plumbing, etc. most of whom hold 
large war contracts and converted much of their 
capacity to war production. But on the whole the 
change-over should be fairly rapid. 

In the chemical industry, technical problems are 
small. Makers of explosives will of course experi- 
ence the expected collapse of demand when the war 
ends and those of them intending to branch out into 
other lines may encounter certain difficulties. In the 
chemical industry proper, overcapacity in heavy 
chemicals may cause an initial letdown until condi- 
tions are stabilized but elsewhere it is rather a ques- 
tion of expansion than reconversion that has to be 
faced. Many branches of the industry consider 
themselves underbuilt and heavy post-war demand 
is anticipated for plastics, nylon and other synthetics 
some of which are not yet on the market. A major 
post-war problem thus will be the marketing of new 
products, various shifts in production costs due to 
new materials and processes and their effect on sales 
of existing products. 

The container industry should lose little time in 
reconverting; most arma- (Please turm to page 210) 
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S oMEWHERE I recently heard it said sssenod Recent discussions of the outlook have W 
that when it comes to foreign trade, Un- Very Little revealed two sharply divergent schools of ing 
cle Sam is much in the same position as as seen by thought. One, reflecting a good deal off 
the man in the poker game who has all WARD prevalent thinking rushes to the conclu- ing : 
the chips, yet wants to keep the game GATES sion that a huge volume of post-war for- the 
going. This is only too true. The dilem- ..__ eign trade is a logical expectation both on}; 
ma is clearly recognized in foreign trade the strength of our leading industrial po- give 
quarters and found eloquent expression sition, untouched by the destructive te 
on the occasion of the National Foreign breath of war, and by virtue of our dom} p. 
Trade Convention held in New York last nant financial stature which it is believed], 
month. Exuberance was not its keynote; will in itself insure gravitation of trade] 4. 
rather, an atmosphere of somber realism towards our shores. The other school of bern 
pervaded the assemblage. As far as solv- thought, as yet less vocal but rapidly Rien 
ing the dilemma was concerned, the con- gaining adherents as the difficulties ahead post. 
vention proved a failure which need sur- become more apparent, is far more con hope 
prise no one. servative. On its outer fringe, one finds 4 
For after all, the complexities of post- even those who would discourage, or ming) 
war foreign trade promise to be such as to stump the _imize the need for, post-war exports as contrary t0 al 
most expert, and prospects for revival of brisk in- our best interests. While the latter view strikes ong , 
ternational commerce on a sound basis appear ex- as extreme, I thoroughly disagree with the unbridlec iensi 


tremely dubious. Foreign traders have no illusions 
on that score. Significantly, the most optimistic note 
is struck by the Government, as witness the recent 
release by the Department of Commerce of a study 
“Foreign Trade After the War,” offering some at- 
tractive round figures for the edification of those 
interested. Envisioned as potentialities—but not 
definitely forecast—were annual post-war exports of 
$7 billion and imports of some $6.3 billion. But 
case-hardened foreign traders shy away from such 
optimism. 
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optimists who foresee an era of flourishing internag 
tional commerce emerging from the ravages of wat. Th 
This in itself would be a paradox. 

Granted, potential demand for American good te 
will be great but demand alone will not shape exporg.. 4. 
volume. The former will be far in excess of thi Bor 
aggregate of products which the world will be abl a 
to offer in exchange. This being so, how is tht 7 
world going to pay for them? Shorn of most fy. 
their wealth, faced with the necessity of rebuilding, °"S 


: : : our il 
their productive apparatus, burdened with treme, 
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dous taxes and reconstruction costs, how are the 
war-torn countries of Europe going to finance their 
imports? The answer is if we continue large-scale 
lend-lease, if we are ready to grant huge Govern- 
ment or private credits, then, and only then, can we 
expect large exports after the war. Even then, their 
volume is subject to limitation by the amount of 
available surpluses after satisfaction of our own 
large deferred demands in many fields. 

I believe it difficult if not impossible to induce 
Congress to continue lend-lease in volume for other 
than a short emergency period. The country as a 
whole would no doubt be critical of large Govern- 
ment loans recreating huge inter-Government debts 
and all it implies. Nor do I think will private en- 
terprise, our banks and our great manufacturing 
concerns, be willing to assume undue risks to spur 
exports. The European continent, impoverished and 
starving, won’t even be able to feed its own deci- 
mated populations. Whatever resources are sal- 
vaged from the war, mainly dollar balances and gold 
————| which such countries as France, Holland and Bel- 
| gium hold in the U.S., will have to be used chiefly 
nade for imports of badly needed foodstuffs, clothing and 
medicines. Such assets in this country owned by 
enemy-occupied nations amount to some $2494 mil- 
lion, not a large amount considering the tremendous 


| 


needs that will arise. Most other European coun- 
tries (except the few small Neutrals left) including 
Germany will be totally bankrupt, their currencies 
ruined, their economies exhausted. All over the 
continent, centuries of accumulated wealth has been 
destroyed and cannot be replaced, individual as well 
as national wealth, in a long time. Industries built 
by decades of toil have disappeared over a few years. 
The entire system of national and international ex- 
change of goods is disrupted and it will be extremely 
difficult to find a workable formula for its restora- 
tion. Heavy taxes and reconstruction costs will bur- 
den war-weakened economies for decades. In short, 
purchasing power will be minimal, barely sufficient to 
sustain life. What prospects, then, of large Ameri- 
can exports? Even were the U.S. ready and willing 
to shoulder most of the financial burden, the task 
would be too great. Nor could we deliver the enor- 
mous quantities of raw materials and goods needed. 
As to exports of a wide range of consumer goods, 
notably durables, these simply are not in the cards 
for a long time to come. Foodstuffs and clothing 
will be more urgently needed, and even for that 
financial help will be required. 

England, too, shorn of most of her foreign invest- 
ments, will encounter financial difficulties. Purchas- 
ing power of her popula- (Please turn to page 214) 





ok have Wirn the war developments becom- Answer: war attempts at the maintenance of full 
nools of ing increasingly dramatic and with the Very Much employment are only a few of the multi- 
deal off termination of the war in Europe becom- as seen by tude of domestic influences that will affect 
conclu- ing a matter of months rather than years, GEORGE B. the future trend of our imports and ex- 
hee the discussions of the outlook for our ¢OLLINGWOOD ports. Even more difficult is it to gauge 
. foreign trade after the war have been the effects on our foreign trade of the 
trial po- given a touch of reality. Moreover, the changes abroad. Among the develop- 
structiVel determination with which the four Great ments that have to be taken into account 
ir dom" powers proceeded to settle their differ- are the spread of industrialization and 
believed] wnces at the Moscow Conference and the general increase in self-sufficiency 
hey their resolve to maintain order so as to abroad, the shift in trade currents and 





permit a peaceful rebuilding of their 
economies, have brightened prospects for 
post-war cooperation. There is reason to 
hope that a foundation was laid in Mos- 
cow for a degree of international security 
unknown in the two decades between the 
; §World Wars. This greater international security 
rikes ont may well pave the way for the freeing and the ex- 


inbridled pansion of international trade in the post-war pe- 
interna tiod 
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Though the prospects for post-war international 
‘cooperation are thus brighter than they have ever 
been, and though freer and expanded international 
trade may well be in the offing, the appraisal of the 
future trend of our own foreign trade still remains 
4most complex task, since it necessitates considera- 
tion not only of wartime changes at home, but of the 
thanges abroad as well. The wartime expansion of 
our industrial plant, the redistribution of income; 
more Government intervention in business and post- 
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international creditor-debtor position, 
and last but not least, the new attitude 
toward social problems. 

No matter whether the pre-war sove- 
reign national state survives, or whether 
the trend is toward some “‘supra-nation- 
al” organization of states, the necessity to exchange 
goods because of the differences in climate, natural 
resources and productivity, or to satisfy personal 
needs, has not disappeared. In fact, the necessity of 
exchanging goods will be much greater after World 
War II than it was after World War I. The devas- 
tation has been more wide-spread and the postpone- 
ment of nonessential demand much more effective 
than 25 years ago. There is no need to worry that 
foreign countries will not need our goods. On the 
contrary, we may be swamped with orders during the 
reconstruction period. Later undoubtedly there will 
develop some shifts in the demand; we will probably 
sell relatively more machinery, transportation equip- 
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ment and capital goods in general. On the other hand, 
the prewar tendency to export fewer textiles, cotton 
and agricultural products may well reappear once the 
immediate post-war requirements are satisfied. 
Rather, our principal problem in regard to our 
post-war foreign trade boils down to the question of 
what we shall take from foreign countries in the way 
of goods and services in payment for our exports 
without, on one hand, draining them of their mone- 
tary reserves of gold, and on the other hand, with- 
out interfering with full employment here. We 
could, of course, always lend dollars to foreign coun- 
tries with which they could pay for our goods, if we 
did not care to remember the lesson taught during 
the "Twenties. But the investor who bought the se- 
curities has not forgotten. Moreover, the feeling 
is spreading through this country that in view of the 
gradual exhaustion of some of our resources—such 
as timber, petroleum and even land itself—it would 





that foreign countries, in fact, hold more gold and 
dollar resources than they did at the time of the out. 
break of the Second World War. The catch is, how- 
ever, that this potential purchasing power for our 
goods is not distributed evenly and that the countries, 
like Poland, the needs of which will be the greatest, 
will have hardly any gold or dollars. 

The prospect that the main supply of dollars 
available to foreign countries will come from the 
payments for our merchandise imports or for ser- 
vices performed for us, remains, however, exceed- 
ingly good. Certainly the great business activity 
which we expect after the war at home should lead 
to expanded imports. To begin with, the purchasing 
power that is accumulating in the hands of individ. 
uals is of unprecedented volume. If the war lasts 
through 1944, it is expected that the individual citi- 
zens will have accumulated some $125 billions in 
bank savings, currency holdings and Government 

bonds, in addition to what they al- 





RELATION BETWEEN NATIONAL INCOME AND FOREIGN TRADE 


ready held at the beginning of the 
War. During the First World War 
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| t those savings aggregated but about 

$25 billions. While not all savings 
can be expected to replace goods or to 
raise the standard of living, the post- 
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war current incomes are likely to be 
/ higher and if we are to have full em- 
ployment, also better distributed. A 
total “national income produced” of 
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some $120 billions which after sub- 
traction of taxes will leave to the in- 
- dividuals some $110 billions to spend, 


Vv is not at all impossible. 
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The accumulation of savings— 
especially by people with small in- 
comes—is likely to influence spending 
habits and in turn also the flow of im- 
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be downright foolish to keep on reducing our wealth 
just to sell abroad without getting something tang- 
ible in return. We are beginning to realize that the 
objective of trade is to get imports of goods or ser- 
vices performed and that the exports are really the 
means of payment for them. 

Hence it is necessary to recognize that the bulk of 
the dollars that we must provide for foreign coun- 
tries if they are to pay for our exports must come 
above all from payments for our merchandise or for 
services performed—tourist expenditures, shipping, 
etc. Undoubtedly we shall be able to continue to 
take in payment a substantial portion of the newly 
mined gold, especially if the production again rises 
to over $1,250 millions a year. Immediately after 
the First World War the gold output was valued at 
only about $350 millions. 

Moreover, certain foreign countries are acquiring 
considerable dollar balances for wartime shipments 
to us. In Latin America alone, the combined hold- 
ings of gold and dollars are approaching some 
$2,000 millions. A treasury official said recently 
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result will probably be larger imports 
of tropical food products, superior textile and leath- 
er goods, china, glass and alcoholic beverages—none 
of which should seroiusly interfere with the employ- 
ment in our industries or agriculture. If in addition 
we should import more crude petroleum, copper, 
woodpulp, bauxite and other raw materials in order 
to conserve our own resources for possible emergen- 
cies, not only would the possibly reduced imports of 
rubber, silk and other raw materials be offset, but 
we would provide foreign countries with far more 
dollars than we did prior to 1939. 

There is no mechanical way of forecasting the 
possible value of our post-war imports in view of the 
complexity of problems involved, except perhaps on 
the basis of our national income. As will be seen 
from the accompanying chart, there existed some re- 
lation between the two during the period between the 
two World Wars, though during the ’Thirties the 
value of imports failed to recover as fast as our na- 
tional income. The explanation lies partly in the 
marginal nature of some imports; the imports of 
many luxury lines, disap- (Please turn to page 214) 
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The Record Breaking Inflation 
Of Our Money Supply 





Will Price Levels Hold in 1944 
Under Changing Influences? 





BY H. M. TREMAINE 


Tue ‘inflationary gap,” price bugaboo of those in 
charge of war financing and tax policy, after all is 
proving not nearly as explosive a factor as was ex- 
pected. True, the “gap” is still widening, resulting in 
an inflation base such as never before existed. Our 
money supply has mounted constantly. Currency in 
circulation during the past year swelled some $5 
billion to the unprecedented total of $19.5 billion 
and is still rising. This supplemented an even more 
drastic expansion of bank deposits rather than being 
at the expense of such deposits; they now exceed 
$107 billion, roughly twice the 1929 figure. 

Both trends are, of course, inflationary in that 
both represent a rapid and huge accumulation of 
spendable money, a tremendous fund that in the ab- 
sence of goods for purchase presses against the price 
level. However, special circumstances now seem to 
work in favor of rationalization of this expansion 
movement. One is that good war news apparently i is 
inducing individuals to keep their savings largely in- 
tact to be financially prepared for the vagaries of 
post-war life. The other, most important in its impli- 


cations, is that demand deposits, contrary to earlier 
belief, represent mainly business deposits and as such 
seem pretty well stabilized for the duration. These 
factors tend to endow our war-swollen financial 
structure with far greater stability than we earlier 
dared hope for. 

Both business and individual bank deposits, in the 
wake of rapidly and strongly rising national income 
during the war years, now total some $96 billion in 
commercial banks while savings banks hold over $11 
billion. Demand deposits, most volatile in character, 
at mid-year were $55.6 billion, against only $28 bil- 
lion in 1939, $21 billion in 1929. The question of 
who owns these deposits is of major importance for 
future economic developments and formulation of 
banking and fiscal policies. In this respect, a recent 
survey conducted by the Federal Reserve Board is 
most enlightening. 

According to the latter, it appears that demand 
deposits belonging to business, incorporated and un- 
incorporated, amounted to fully $39 billion at the 
end of last July; about $14 billion were owned by 
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individuals. In other words, business deposits ac- 
count for nearly 70% of all demand deposits while 
individuals hold about 25%, the remainder belong- 
ing to non-profit organizations and foreigners. Since 
these estimates cover only demand deposits of indi- 
viduals and businesses, they include only a portion 
of the total money supply outstanding. Available 
evidence indicates that individuals hold the bulk of 
the $19.5 billion currency in circulation and of the 
$31 billion time deposits in commercial and savings 
banks, and the postal savings system. Altogether, of 
the total of $126 billion of deposits and currency 
outstanding, over $40 billion belong to business, 
around $60 billion to individuals, trust funds and 
non-profit organizations, and the remainder to Gov- 
ernment bodies. Thus individual holdings substan- 
tially exceed those of business; business holdings are 
predominant in demand deposits while individuals 
apparently hold nearly half of their cash in time de- 
posits with the remainder almost equally divided be- 
tween demand deposits and currency. 

The Federal Reserve Board’s estimate of owner- 
ship of demand deposits throws an interesting light 
on war’s impact on corporate finance. Of the total of 
$38.7 billion held for business account, some $6 bil- 
lion belong to financial business, that is insurance 
companies, investment, loan, real estate companies, 
and including trust funds of banks. The bulk or $32.8 
billion is owned by non-financial business. Dominat- 
ing in the latter category are $18.4 billion of de- 
posits of manufacturing and mining concerns, repre- 
senting fully one-third of all demand deposits, indi- 
vidual and business. Metal manufacturing and min- 
ing concerns alone held over $10 billion while other 
manufacturing concerns accounted for $8.3 billion. 
Wholesale and retail business ranks next in impor- 
tance with deposits of $7.5 billion; public utilities, 
transportation and communications follow with $3.4 
billion, and all other non-financial business includ- 
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ing construction and services with $3.5 billion. 

The Board draws the conclusion that business jj 
a sense appears to have become the residual holde 
of much of the increased money supply generated by 
war-time deficit financing through the banks. Coy 
pled with drastic restrictions on ordinary busines 
uses of funds and large Government expenditures 
the heavy consumer spending has transferred a con 
siderable volume of deposits into business balance 
where they have tended to pile up. But with such, 
large volume of demand deposits held by all type o 
businesses, the future uses made of them will natur 
ally depend more on business policies than on thos 
of individuals. Even now, it is felt, business in the 
aggregate may be approaching a position where ity 
reconversion and immediate post-war expansion 
needs can be financed with a minimum of reliane 
on bank loans and other external financing. Rapidly 
growing security portfolios held by business con. 
cerns strengthen this financial independence. In thi 
connection it is significant that the largest deposit 
accumulations are occurring generally in metal man. 
ufacturing and trade where reconversion and inven 
tory accumulation needs are apt to be greatest 
However, it must be kept in mind that while busines 
as a whole enjoys unusual liquidity, many individu 
firms, even entire industry groups may still find 
themselves short of funds. 
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Effects of Third War Loan 


The third war loan drive together with Septembey fk 
tax payments resulted in substantial drafts on accu a 
mulated cash holdings of business and individuals ee 
Total deposits of reporting member banks declined l 
some $6 billion between Sept. 8 and Oct. 6 an om 
currency in circulation also showed sporadic decline oa 
during this span, resulting in a monthly overall inf ol , 
crease smallest in over a year. Yet the decline regi So 
tered fell far below the total of $18 billion of wa li 
bonds purchased by business and individuals which = 
forcefully demonstrates the offsetting influence off ' 
high current excess income over expenditures though 
the use of bank credit for bond purchases was als 
a factor. Significantly, in addition to the growth 11 f 
deposits and currency, individuals and business wi = 
have added during 1942 and 1943 at least $40 bil id 
lion to their holdings of Government securities | 
largely payable on demand or within a short period 
The share of business is estimated somewhat les: 
than half of the total. “ 

On this basis, total liquid assets of business, con 
sisting of demand deposits, cash and Government sf, 
curities may easily approach the enormous total off, , - 
$55 billion, and fears have been widespread that thif,. “ 
great accumulation may eventually produce a disotg. 
derly price rise, in other words inflation. Howevth ital 
it would seem erroneous to measure this threat ef, ne 
tirely in terms of such liquid assets. First of all, | Sei] 
must be borne in mind that a sizable increase in cas... ; 
and demand deposits above prewar levels will be r¢ 
quired to support the larger volume of producto! 
and the higher price level which is likely to preva 
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FARM AND FINISHED GOODS PRICES IN TWO WARS 
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argely depend on the velocity of circulation. Tradi- 
ionally, cash and demand deposits required for any 
evel of economic activity must correspond fairly 
osely to the volume of individual incomes, and 
nly the excess liquid assets over the funds thus re- 
hired at a given level of national income and velo- 
ity of circulation may be justly called “inflationary 
urplus”. Under fair price and wage control, accord- 
g to best available estimates which necessarily 
Must remain just that, that surplus at present should 
mount to no more than perhaps $25 billion, or far 
ss than the aggregate of our inflated money sup- 
ly. The resultant inflation threat thus appears -on- 
iderably less formidable than commonly feared; 
pid price increases may however stimulate hurried 
onversion of assets into goods, thereby materially 
hancing the peril. This highlights the importance 
“holding the line” not only during the war but for 
ome time thereafter as well. 
It is clear that a substantial part of war-time ad- 
lions to corporate cash holdings and bank deposits 
ras needed as working capital to sustain high war- 
ime activity, but far from all. Much accumulated 
Sthe result of Government restrictions on normal 
npital outlays, such as replacements, plant expan- 
ion and maintenance. Short term funds often were 
tavily augmented by direct or indirect Govern- 
: lent financing of war orders. Inventories, while not 
rill be re . . 

. Ett seriously depleted, have been substantially re- 
=< uced and funds thus obtained are often held in 
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cash. The latter factor is important especially with 
wholesale and retail trade concerns whose deposits 
exceed any previous levels. Accrued tax liabilities are 
unprecedentedly high and either cash or Govern- 
ment securities are held as a reserve against them. 
Last but not least, profits have been rising in almost 
all fields and a goodly part is being held in liquid 
form to augment post-war reserves or simply be- 
cause of unavailability of normal expenditure out- 
lets. The question arises how will the huge accumu- 
lations be eventually employed? How great is their 
inherent inflationary threat? 

Business as a whole, after the war and if condi- 
tions permit even before, may be expected eventually 


-to convert into goods all or most of their accumu- 


lated Government securities. They were never ac- 
quired as a permanent investment and therefore 
must be regarded as perhaps the most volatile of 
liquid corporate assets. The latter are probably best 
measured, as far as volatility is concerned, in terms 
of deferred replacements, deferred maintenance, in- 
ventory shrinkage, reconversion costs, new invest- 
ments to take advantage of technological changes, 
and funds needed for post-war adjustments of vari- 
ous kinds. In short, the entire range of reconversion, 
transition and post-war expansion outlays would af- 
ford a suitable yardstick but actual estimates are of 
necessity highly conjectural. 

Suffice it to mention, by way of comparison, that 
deferred replacements of industrial plant and equip- 
ment in 1939 were estimated by the Department of 
Commerce at $7 billion, that deferred maintenance 
in 1942 is assumed to run about 10% below normal 
expenditures, estimated at about $2.9 billion annual- 
ly. Inventory shrinkage in 1943 is calculated by 
some as high as $3.6 billion but hereafter should be 
progressively less. Thus without venturing definite 
conclusions, it may be assumed that the sum of the 
aforementioned future (Please turn to page 213) 
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Cauies Lae’ Cushing Photo 


Smart Money is on Germany to crack up on the home 
front before very long. There are too many parallels 
between present conditions and those which immedi- 
ately preceded the civilian collapse of World War 1, 
to be taken lightly, tossed off as meaningless coin- 





Washington Sees: 


Capitulation by Fuel Administrator Ickes and 
the National War Labor Board to John L. 
Lewis has set in motion a series of events which 
could junk the Little Steel formula and puncture 
price ceilings all along the line. 

And Washington fears that nothing actually 
has been accomplished in the coal situation. The 
United Mine Workers Journal, official mouth- 
piece of the Union, has boldly asserted that the 
agreement does not represent “full attainment" 
but "paves the way for an ultimate victory." By 
way of strengthening that statement, the 
Journal reminds that "miners do not work with- 
out a contract." 

Ickes and Economic Stabilizer Fred M. Vinson 
are wrangling over the amount of increase in 
coal prices which is necessary to offset upped 
producing costs. The Fuel Administrator already 
was at grips with Vinson on increased fuel oil 
prices and if he has his way might launch the 
cycle of increases which Vinson is attempting 
to curb. 

The grant of Lewis' demands was made with- 
out reference to the boundaries of the Little 
Steel formula, affording other discontented 
unions a precedent to which they can point. 

And while the coal situation gets nowhere, 
the general price situation (which must support 
stabilization) is threatened by a concerted drive 
on Capitol Hill to pull the teeth of OPA. Spear- 
headed by the farm bloc, it has real possi- 
bilities of success. 


By E. K. T. 
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cidence. Allied accent is going on the political an 
diplomatic relations, lifting from the militan 
Parade of “big names’’ out of Washington soon wi 
be the convincing tip-off. 


Food Stamps will be the Administration’s answer | 
the anti-subsidy group on Capitol Hill is successf 
in its plan to block the “‘direct action” food price rol 
back. The stamp plan was invented to move far 
surpluses and aid the low-income group. Neith 
surpluses nor incomes would figure particularly int 
system now held in reserve. Price rollback via su 
sidy would be the aim and the method. 


Deferment from military servicé of labor union lea 
ers—one of the most criticized and least vigorous 
defended principles of Selective Service—is in f 
spotlighting. Congressmen say the reins of uni 
control have passed with suspicious speed into t 
hands of younger men, and members of the Hou 
Naval Affairs Committee believe they found t 
answer in the Brewster Investigation. Selecti 
Service Headquarters isn’t wholly sympathetic 
this type of deferment. 


Bricker's admission of interest in the Presiden 
long expected and suspected occasioned no ripple 
Washington. It did nothing to disturb thinking 
this politics-saturated zone that the contest still 
beween Dewey and Willkie. Organization repu 
licans still want the former, but can’t get 1940 4 
Philadelphia out of their minds. Willkie told 
Congressional group here he can repeat, and they 
not sure they could stop him. 

















No Surprise was the action of the international fod 
conference at Atlantic City, setting Washington 
headquarters and officering the organization by m 
from our State Department. The United Stat 
delegation was prepared to argue that the count 
“picking up the check” should have the contr 
There was no argument on either score. 
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Organized labor lost more than the elections in which it was 
to play the prime role—New Jersey and Detroit are notable examples. 
Labor tested its strength, lost, and shed the illusion of ballot—box 
strength that has been its major legislative force. 

Many who were not certain before are now convinced there is 
no such thing as "the labor vote." Only a matter of days after the 
voting, industry members of the War Labor Board proposed a program of 
union constrictions that wouldn't be seriously offered one year ago, 
one month ago. 

Disgust with strikes in an era of "no strikes for the dura- 
tion" was a factor in defeating labor-—supported candidates. But 
there were causes, too, that can't be checked up against unions: there 
has been much moving about from industrial centre to industrial 
centre; many just haven't qualified to vote in their new places of 
residence. 

The election results were expected to have another "side-issue" effect. 
Loss by the Democrats of the State of Kentucky was pointed to as a punishment for 
Democratic espousal of the anti-poll tax bill. Caution was sounded that, if this 
Campaign persists, the "solid South" will be a misnomer next year. 

At long last, lend-lease has become generally understood as a method by 
which one nation able to pay the costs of war is giving financial assistance to 
less well-fixed nations—zivinz, not lendinz or leasinz. 

The carefully worked out releases made public in London and Washington at 
the same :time have shown lend-lease to be a bilateral, not a unilateral, opera— 
tion. Tkat the principal point of consignment from the United States has no 
intention of making a cash settlement is made clear by the White Paper assertion 
that no computation of the bill is possible. 

To the less realistic thinking, as well as to certain public officials 
who perfer to think unrealistically, it reveals that "mutual aid" is the watch- 
word henceforth. "Lend-lease" has gone into history. The cost of war, in terms 
of dollars, will be greater than some had figured. 

Washington is genuinely pleased with the results of the tripartite con— 
ference at Moscow—much more pleased than London where an air of skepticism 
prevails. F.D.R. would have preferred to have council meetings planned for 
Washington rather than London, but he is yielding that point and with it a large 
measure of his personal world influence. 

Secretary Hull gained a noteworthy victory not stressed in press or public 






















































































discussions. Participation of the smaller nations means less difficulty with 
territorial aims, but more importantly it means votes for principles of American 
democracy rather than Old World diplomacy. The tendency of the smaller, more 
troubled nations, is to follow the New World. 














Appointment of Bernard M. Baruch as chief of the Federal postwar unit 
means sympathetic treatment for Government workers. At the end of World War I, 
holding a like post, Baruch personally paid the carfare home for low-paid em-— 
ployees in his office. 

Most persons consider Federal employment will drop sharply at the end of 
the present war. That wasn't the case a quarter of a century ago. September l, 
1919, 10 months after the Armistice, the Federal population had declined only 
2,500. 














Winston Churchill's "anything can happen at this stage" has set off a 
cycle of thinking that something will happen, and soon. The result is being 
reflected in loss and threatened loss of high-placed personnel in the war effort. 

The conflict has continued sufficiently long to make it imperative for 
those who answered the call early to return to their offices. Some of the later 
arrivals came here under specific understandings that they would be needed only 
for a well defined undertaking not for unlimited service. 









































































































Growing feeling that WPB has reached the stage where organization is 
complete and operation will be automatic is worrying Donald M. Nelson. That 
reason is being offered to him with each request for release. Nelson takes the 
position WPB is really winding up for the knockout blow, can't afford to be 
weakened at this point. 

Real truth of the matter is that contract termination, renegotiation, are 
crowding other subjects out of war production conversations. Many department 
heads have been almcst wholly divorced from private business for months. They 
feel entitled to an opportunity to go back to their desk, prepare for what's 
ahead. 























Of the 137 Government and private agencies devoted to the study of postwar 
problems, the Committee for Economic Development now seems most likely to emerge 
as top bureau. Not an official agency, it nevertheless enjoys housing in the 
U.S. Department of Commerce. 

Fundamental concepts of CED include private enterprise, prevention at any 
cost of longtime unemployment, planned production far exceeding any peacetime 
years, large-scale development of foreign trade. A large order, the job has been 
described by one CED chief as "agonizing and inspiring." 

War Labor Board's investigation of living costs on which a report will be 
filed within 60 days lacks a true ring. Obvious purpose is to stave off demands 
for wage increases outside the Little Steel formula. 

WLB will find demand for increases closer than ever before when three 
Federal employees unions submit their program for boosts. The unions will demand 
that white collar workers be given the benefit of the wage-hour law's,overtime 
pay feature. 

Highway trucking is moving into a critical period at a time when tonnage 
is multiplying. No way has been found to check manpower losses; little or no 
equipment will be made next year; tire and gasoline supplies will be less; rate 
raises probably will be denied in the face of increased operating costs. 

J. B. Eastman, ODT Chief, has warned that he views the trucking picture 
as more critical for the next six months than that of the railroads, for which he 
previously made a discouraging forecast. 

Administration will be unable to carry on price roll—back subsidy system 
after end of the year, by all current indications. But its coming retreat on 
inflation control will not be a rout. More likely, though forced rather than 
planned, it will be a retreat to previously prepared positions. 


Unable to hold the present line, it will set up another and”strive to 
hold that. Guesses are that wage increases of somewhere between 7 and 10 per cent 
will be allowed. That will make it still harder to prevent further rise in food 
prices. 







































































But the Administration will play for time, hoping to keep the additional 
price-wage inflation "moderate" for the rest of the war. And hoping also that 
the war in Europe may be ended by summer, if not spring. 











When Germany capitulates, it is expected that commodity pricés will 
soften; and that, with a decline in war spending and employment on the nearby 
cards, both the labor unions and the farm bloc will be more amenable to reason. 











German strategy is becoming fairly plain. It is to make invasion by 
United States and British armies so prohibitively costly—if possible—as to leave 
some possibility of a negotiated peace. We will not negotiate—but should our 
all-out invasion over the English Channel meet with disaster, that would dras- 
tically alter the prospective duration of the war. Because it wculd ke so 
calamitous to Allied power and prestige, the high command will reduce the risk 
to the minimum possible by the mcst thorough preparation, feeling that the war 
situation does not require or justify a bold gamble. Thus, it would not be su-— 
prising if the major American-British offensive effort is not unleashed before 
next spring. 
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10 Special Selections 
For The Next Major Advance 


BY THE MAGAZINE OF WALL STREET STAFF 

Editor’s Note: The biggest market advances since the spring of 1942 have mostly 
developed in “peace stocks” which were subject to public distrust or uncertainty 
when the major upward trend started. We think it probable that the next broad 
upward swing will bring large appreciation in selected securities not overly popular 
at present and hence relatively depressed. Issues in the two groups presented here- 
with were chosen for that objective. Since the intermediate market outlook 1s 
dubious, we do not advise immediate purchases. For continuing timing coun- 


sel, follow the A. 
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AMERICAN STEEL FOUNDRIES 


A ROUND 24 this stock—sole capitalization of a 
long established and financially strong manufacturer 
of railroad and related equipment—is currently 
priced about 8 points above its bear market low, 
40 and 49 points under its highs of 1936 and 1937, 
respectively, and approximately 17 points under its 
highs of 1938-1939. In short, it is considerably more 
depressed than the general market level. 

Heavily loaded with war work, current volume is 
abnormally large; but profits are not relatively dis- 
torted. On the contrary—stabilized around $2.30 to 


T. Miller market analyses in the forepart of each issue. 


Five Moderate-Priced Stocks 
For Income and Profit 


market capitalization than present war earnings. 
Note that in the optimistic bull market of 1937 it 
sold as high as 73 on earnings of $3.05 per share 
and a dividend identical with the present $2 anuual 
rate, which offers a yield of about 8.3 per cent. 

Financial position is strong. The policy indicated 
by the record is to distribute an exceptionally gen- 
erous proportion of earnings but to omit the divi- 
dend without hesitation when times are too bad. 
Very few companies subject to such sharp cyclical 
swings distribute 75 per cent or more of earnings, 
as American Steel Foundries is doing and as it 
has done in many prior years. 





Price Range 


1937 1938 1939 1942 Current 

High Low High Low Price 
American Steel Foundries 73144 155¢ 41 163, 2314 
Motor Products 3814 101% 19 64% 14 
American Type Founders 204% 3% 83, 33 134 
Republic Steel 41144 114% 2814 133% 16 
White Motor 333g 61% 1534 12 183< 


Price Range 


1937 1938 1939 1942 Current 

High Low High Low Price 
Atlas Corp. Warrants 4 5 «1M yy 1% 
Equity Corp. 254 1 or 1 
Selected Industries Aly 34 1% is 34 
Tri-Continental Corp. 113g 254 4% 3% 2K 
United Corp. 816 2 334 a 1% 





82.50 per share by war-time taxes and contract 
renegotiation—they are materially smaller per share 
than was earned on much smaller gross in 1936-1937 
pr in the active years of the 1920’s. It is our belief 
that volume and profit potentials for well established 
ail equipments for several years after the war are 
uch greater than is discounted by present market 
tices; that peak earnings for this stock in peace- 
ime are likely to be larger, rather than smaller, 
han now; and that any hypothetical level of peace- 
ime earnings will in due time command a higher 
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MOTOR PRODUCTS 

The regular lines of this war-active company are 
automobile parts and ‘“‘deep freeze’ equipment, both 
of which will be favored by a large post-war demand. 
With a capable aggressive management, it may well 
be that experience in war work will result in further 
product diversification. Due to moderate size of the 
enterprise and small capitalization—consisting solely 
of 391,254 capital shares — there is a “leverage” 
factor in this situation which produces earnings and 
market swings considerably wider than for many 
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others in the automotive field. Thus, per share 
results have ranged from sizable deficits in depres- 
sion years to a peak of $5.49 in the active peace 
year 1937. 

For the quarter ended Sept. 30, net was 65 cents 
a share against 57 cents a year ago; or at projected 
rate of $2.60, as compared with $1.96 for the fiscal 
year ended last June 30. Average earnings for the 
three peace years 1935-1937 were $3.92 per share. 
There were moderate deficits in 1938-1939. Latest 


balance sheet indicated a book value of $19.45 per , 


share; and net working capital of $4,431,000 equal- 
led more than $11 per share. Now priced around 
14, the stock’s 1943 high was 17, low9%. in 1936 
on net of $3.51 and dividend of $3.25 it sold as high 
as 43%; and in 1937, with net $5.49 and dividend 
totalling $5, its high was 38%. Due to currently 
swollen working capital needs, it is doubtful that 
present $1 annual dividend—yielding some 7.1 per 
cent—will be raised under war conditions. We be- 
lieve this stock, if bought in reaction, has a very 
promising longer-term profit potential. 


AMERICAN TYPE FOUNDERS 

Founded in 1892 and reorganized in 1935, this 
company makes printing presses and types, as well 
as a variety of printers’ supplies with the exception 
of paper. It is now heavily engaged in war work, 
with dollar gross some five times greater than the 
pre-war average. War-time profits are also sub- 
stantially greater than ‘‘normal’’, as judged by the 
back record. In the fiscal year to last March 31, net 
was $3.01 per share. For six months to Sept. 30 it 
was 79 cents a share, against 64 cents in correspond- 
ing year-ago period. On present share capitalization, 
largest net in recent pre-war years was $1.04 in 
1937. Top earnings in the prosperous 1920's were 
equivalent to slightly more than $2.50 a share of 
current capitalization. 

The speculative potential in this stock rests on the 
accumulated post-war demand for printing equip- 





One of a battery of machines turning out woven 
wire fences at the Republic Steel Co. mill 


ment plus product diversification on which the man- 
agement is known to be aggressively working but 
on which it is not yet ready to announce details. At 
present price of 734 the stock is much nearer year’s 
low of 634 than year’s high of 123. As a measure 
of what it can do in a period of hopeful peace. 
time speculation, its highs in 1936 and 1937 were, 
respectively, 18 and 20%. With added diversifica. 
tion planned, outside of the printing trades, we think 
there is a good possibility that post-war volume 
and net may materially exceed best previous peace. 
time results. 

Capitalization is confined to 568,101 shares of 
$10 par value common. Book value indicated by 
most recent balance sheet is over $18 per share; and 
net working capital about $13 per share. Dividends 
are being paid this year for the first time since 
the 1935 reorganization, at indicated rate of 50 cents 
a year. With working capital needs emphasized, due 
to swollen war volume, no near-term increase in 
distribution can be relied on, but current indicated 
yield is about 6.2 per cent. We regard the longer- 
term speculative potential in this stock as much 
above average. 


REPUBLIC STEEL 


Stocks of the larger steel companies are among 
the most depressed in the market, when compared 
with price ranges in peace-time bull markets. This 
is because they are classed as ‘“‘war stocks’’; and 
also because of lack of confidence that expanded 
capacity can be adequately utilized after the war. 
Quite apart from such considerations, these stocks— 
including Republic—are speculations, not invest- 
ments, because they are “in and out” earners and 
dividend payers. Purely on a speculative basis, how- 
ever, it is our conviction that Republic will sell very 
substantially higher after the war than present price 
of 16. 

In 1939 it attained a price 78 per cent higher than 
now, though it paid no dividend against $1 anuual 
rate at present, with earnings of $1.46 per 
share being less than probably will be 
shown for 1943. At the 1937 market high, 
this stock made a peak of 4714 on net of 
$1.19 per share and no dividend. Peak 
earnings were $3.87 in 1941, in which year 
$2 was paid. In our opinion, the threat of 
over-capacity and of competition from 
other industrial materials is excessively 
discounted by the present pessimism on 
leading steels—among which Republic 
ranks third in size—and we therefore 
favor the stock as a promising longer-term 
speculative buy in reactions. 


WHITE MOTOR COMPANY 


This company is a leading maker of 
trucks and buses. Its pre-war earnings 
record was not good. However, carefu 
analysis suggests that present excellent 
profits on large war-time volume probably are a 
nearly as much a “flash in the pan” as would appeat 
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to be indicated by superficial comparison 
with past results. It need hardly be said 
that the level of post-war profits is con- 
jectural, but there is a factual basis for 
belief that they probably will substantially 
exceed pre-war results. In the first place, 
accumulated civilian demand for trucks 
and buses, plus ‘‘normal” average demand, 
appears virtually to assure three to five 
years of post-war volume much above the 
pre-war average. In this connection it is 
worth emphasizing that the great bulk of 
Army trucks that will be left over as sur- 
plus are of types not usable in civilian 
work, excepting the lighter models, where- 
as the most profitable White units are the 
heavy duty models. In the second place, 
and this is very important, only in recent 
years has the present management de- 
veloped growing and profitable parts and 
service sales, the benefits of which figure 
to be cumulative. 

Financial position is notably strong, 
with net working capital shown to be $32.77 a 
share by the most recently issued balance sheet; 
and book value $45.74 a share. Capitalization 
consists solely of 625,000 shares of $1 par value 
common. Dividends are being paid at current rate 
of $1.25 a year, offering yield of approximately 
6.94 per cent on present price of 18, which compares 
with year’s high of 2234 and low of 1314. The 
stock’s highs in the peace-time bull market years 





. Army scout car built by the White Motor Co., going 
through its paces in a test ground 


1936 and 1937 were, respectively, 2834 and 333%4— 
with the then existing realities of volume and profits 
considerably less impressive than we believe the 
post-war potential to be. We therefore regard the 
issue as an attractive buy for longer-range apprecia- 
tion, though further market unsettlement in the psy- 
chological adjustment to the coming end of the war 
in Europe may provide moderately more advan- 
tageous buying levels. 





Five Low-Priced “Options” 
For Large Percentage Gain 


Note: These radically speculative investment trust issues move 





both ways—much more sharply than the 





market. In the event of a great peace-time bull market, they will rise hugely in price. They should be con- 
sidered not as vaiues but as options on the next major rise; and they are suggested only for a modest por- 
tion of speculative funds. Since fractional differences are important in most cases, the objective should be 
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to buy reactionary market conditions. 


ATLAS CORPORATION WARRANTS 


This well managed trust emphasizes special situa- 
tions, in some of which it exercises the controlling 
and directing interest; but it also operates in the 
stock market. The common stock offers only a med- 
um “leverage,” widest price extremes in the last ten 
years having been high of 18% in 1937 and low of 
6% in 1942, present price being around 10. How- 
ever, Atlas warrants, traded on the Curb Exchange, 
show a ten-year range between 14 and 634; and this 
year alone have ranged between 34 and 25%, with 
present quotation 114. Offering perpetual right to 
buy the common at 25, they obviously have no pres- 
ent value except the purely speculative value of an 
option without time limit. At the top of the 1937 
bull market they had no asset value, yet sold as high 
as 47%. Even if remote from real value, such per- 
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manent options always move with the market trend, 
only much more extremely. 


EQUITY CORPORATION 

The Equity Corporation has expanded through 
acquisition of various other investment companies. 
Nearly half of holdings are in subsidiary investment 
companies, about a quarter in General Reinsurance 
Corporation and balance in marketable securities. 
The common stock, traded on the Curb Exchange, is 
a high leverage issue of only small present asset 
value. Extreme range is represented by high of 3% 
in 1937 and low of % in 1941. Range this year has 
been between 7/16 and 134 or maximum rise of 300 
per cent; and present price is 15/16. Obviously the 
best time to buy this kind of option is in a deeply 
depressed market; and the next best time is in a stiff 
reaction. A difference (Please turn to page 211) 
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The Story Behind 


Bottling liquor in a distillery 


The Liquor Boom 


What's Ahead for this War-Peace Industry ? 


BY HARRY 


Tue recent acquisitions of small distilling com- 
panies by the larger companies in the business, the 
reports of further negotiations for such deals and 
the ““boomlet”’ in whiskey stock prices which resulted 
therefrom, have reminded many financial observers 
of the situation in the late 1920's when there was a 
scramble among the larger public utility holding 
companies for the properties of small electric oper- 
ating companies located throughout the country. At 
that time the basis for the acquisitions was the con- 
viction in utility executive circles that the days of 
new utility companies were over and that since the 
size of United States was limited, it was considered 
urgent that the big companies acquire existing prop- 
erties to maintain their positions. 

A similar line of reasoning has been advanced 
for the recent purchases by the major distilling com- 
panies. This time evidence is pointed out in the 
form of dwindling supplies of liquor, the manufac- 
ture of which was halted over a year ago by Gov- 
ernment edict, and the subsequent need of distillers 
to stretch out supplies (regarded as adequate for 
less than two years current demand) for at least the 
duration of the war and several years thereafter. 

In this connection it must be noted that the in- 
ventory needs of whiskey companies vary with the 
nature of their business. Spirit blend companies say 
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they always require sizable stocks of aged merchan- 
dise to be used in blending with neutral grain spirits 
and that they cannot sell themselves out because 
they would be unable to resume large-scale opera- 
tions in the post war period without adequate aged 
inventories. By the same token, companies special- 
izing in bottled-in-bond merchandise must nurse 
along their inventories so that they will be able after 
the war to sell moderate quantit'es of their estab- 
tablished brands, until new distillation is properly 
aged in accordance with Federal regulations. 

However, the present situation has some ver) 
significant differences from that of 15 years ago. 
True, in both instances, the buyers were willing to 
pay top prices for the acquired properties. But the 
initiative in the sale of the smaller distilling com- 
panies today has unexpectedly come from the seller 
rather than from the buyer. That this is not strange. 
however, becomes apparent from careful examina 
tion of the underlying situation. 

The entire situation appears to have come to 
head immediately after the W.P.B. had indicated 
its belief that resumption of beverage distillation 
was not likely even in 1944, as a result of sharply 
increased need for alcohol by synthetic rubber pro- 
ducers, who had previously under-estimated thet’ 
requirements. In fact, the major flurry in security 
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prices has taken place only since Dr. Whitman, as- 
sistant head of the W.P.B. Alcohol Section had in- 
formed a Congressional agricultural subcommittee 
on October 13 of the current serious alcohol picture. 

It must be emphasized at this juncture that the 
recent distiller company purchases are not directed 
at eliminating industry competition. Under today’s 
very unusual whiskey market conditions, there is no 
vital competition, in the traditional sense of the 
term, between distillers, because the market will 
absorb all whiskey offerings, so much so that the 
distillers could, if they wished, sell themselves out 
of business in short order. Those distilling com- 
panies which have been acquiring properties have 
thus not been guided by immediate competitive mo- 
tives. They have been motivated primarily by the 
fundamental instincts of self-preservation, the de- 
sire to maintain their industry position and the wish 
to make a profitable yet legal expansion deal. 

Among the overlooked yet highly significant fac- 
tors in this picture have been the reasons for the 
willingness of the independent distilleries to sell 
out in the face of today’s current profitable busi- 
ness opportunities. Underlying the desire to sell, for 
the most part, are the peculiar effects of American 
corporate tax laws which penalize those small non- 
war producing corporations making profits in excess 
of pre-war years. 


Tax Factor Paramount 


Prices for whiskey today, even under Office of 
Price Administration ceilings, permit profits for dis- 
tillers beyond anything enjoyed in the years of 
highly competitive market conditions which existed 
before the war. Small distillers are faced with three 
alternatives: that of continuing operations by liqui- 
dating inventories over a period of time and sub- 
jecting most of the profit earned to a go percent 
excess profit tax; or that of discontinuing opera- 
tions, selling out stocks now and subjecting the profit 
only to the capital gains tax of 25 percent; or fol- 
lowing some legal tax avoidance plan in line with 
that adopted by the American Distilling Co. 

The fact that sales of whiskey companies by sales 
of stock are subject only to capital gains provisions 
of the income tax laws is probably the strongest 
motivating factor in the desire of small companies 
to sell or dispose of bulk merchandise. Other im- 
portant factors in this desire to sell are (1) the un- 
willingness of some managements to assume the un- 
certain risks resulting from war, (2) the important 
tax problems confronting owners and estates of 
controlling blocks of stocks, which compel liquida- 
tions, and (3) the wish to take advantage of the 
current whiskey shortage and the resulting high 
prices which distilled spirits command in the market. 

The startling sale of 95 per cent of the Frank- 
fort Distilleries stock for $43,500,000 to Joseph 
. Seagram & Son and Calvert Distillers Corp., 
both subsidiaries of Distillers Corp.-Seagrams, 
Ltd., was due to the desire on the part of the heirs 
of the Lawrence Jones, majority Frankfort stock- 
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holder, to convert holdings into cash for estate tax 
purposes. 

The sale of the Ben-Buck Distilling Company 
late last year to American Distilling Company was 
a manifestation of the wish to take advantage of 
the current whiskey shortage and the high market 
prices which distilled spirits have been command- 
ing in the open market. 

The reported purchase of Century Distilling— 
Allied Mills subsidiary—by National Distillers 
Products Corporation is primarily a reflection of 
several of these reasons, but more particularly the 
seeming unwillingness of the management to com- 
pete in the uncertain post-war period with the big 
distillers plus the fact that the price being paid for 
the property exceeds market valuation of the parent 
company common stock. 

The major distillers, of course, are anxious to 
buy these independent distillers with their important 
inventories of aged whiskeys and neutral spirits and 
excellent brand names. There are today only some 
405,000,000 gallons of distilled spirits in distiller 
warehouses, which, after allowing for leakage and 
evaporation and correcting for proof, amount to 
about 370,000,000 gallons. ‘These inventories are 
sufficient to meet less than two years unrestricted 
demand. Under these conditions, distillers have 
been compelled to institute conservation programs 
designed to ‘‘stretch’’ out inventories for at least 
the duration of the war and several years thereafter 
in order to prevent a repetition of post repeal mar- 
ket conditions when much green whiskey was sold. 

Because of the considerably different inventory 
positions of the major distillers, however, the con- 
servation policies being followed and the rationing 
programs which have been adopted have little uni- 
formity. As a result, some of the distillers are find- 
ing that the market position of some of their brands, 
established after a number of years at considerable 
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expense, are being threatened. The desire to ac- 
quire additional inventories is therefore a reflection, 
in good part, of this development. However, it 
must not be overlooked that part of this inventory 
accumulation represents long range planning in 
which the jockeying for market superiority after the 
war is an almost equally important consideration. 

This planning pays considerable attention to the 
undesirability of the industry again flooding the 
market with raw, unaged merchandise after the war 
such as characterized the post-repeal picture. Brand 
names and good-will established only at consider- 
able expense and effort may well be disastrously af- 
fected by the recurrence of market conditions similar 
to those prevailing in 1933 to*1936. To this end, 
the industry estimates that some 100,000,000 gal- 
lons of aged whiskey must not be touched until after 
the war except for highly important reasons. 

Other significant considerations of the purchasing 
distillers are (1) the opportunities to obtain impor- 
tant brand names whose public acceptance has as- 
sured them of important value considerations, (2) 
the desire to own certain distinctive plant facilities, 
particularly since these cannot now be constructed, 
and (3) the wish to assume certain whiskey hold- 
ings which are currently lacking or scarce to dis- 
tillers, primarily for blending purposes. 

The recent scramble to buy stocks in most liquor 
companies (particularly in the stocks of the smaller 
distilling businesses) is a speculative reflection, in 
most instances, of the current merger developments 
and/or the shortages of liquor supplies. Unques- 
tionably, security buying by the so-called “insiders” 
reflects the realization that a new basis of pricing 
common stocks in liquor companies would shortly 
become apparent. Thus, instead of evaluating 
stocks on the basis of future profit possibilities under 
restrictive excess profit taxation, investors and spec- 
ulators were expected to appraise these equity 
securities on the basis of a liquidating company 
whose profits were subjected only to the relatively 





modest capital gains tax requirements. 

The stock purchases by others is also a reflection 
in this situation, but furthermore represents a basic 
market readjustment, which, while very sudden, was 
long overdue. Distilling company securities have 
long been oversold due to fears of a recurrence of 
national prohibition sentiment and the too pessimis- 
tic market interpretation of the effects of conversion 
of the beverage distilling industry 100 percent to 
war work. Common stocks of these companies have 
been selling since the war on one of lowest price- 
earnings ratios in the market. This current “boom. 
let” in small part has been a corrective of this 
situation. 

The “‘boomlet”’ in the prices of common stocks of 
the smaller distilling companies also is a reflection, 
to a very considerable extent, of the apparent trend 
of those small companies interested i in continuing in 
business and yet, in paying good dividends to stock- 
holders, to declare dividends in kind. Since whiskey 
is scarce today, dividends in kind, particularly 
where they are substantial, such as has been the 
case in the Tom Moore Distilling Co. declaration, 
are held of great value—even greater than the dol- 
lar value of the dividend under O.P.A. ceiling. 

The sensational move in the price of American 
Distilling common stock over a period one month 
and a half, during which time the stock quadrupled 
in price, of course, follows the same basic pattern 
of a smaller company seeking to avoid onerous taxes 
and yet permit stockholders to benefit from the cur- 
rent situation in the liquor business. Under this 
scheme, American Distilling has made available its 
entire inventories of whiskey of various distilla- 
tions to stockholders at a price reflecting only cost to 
the company equal roughly to one-half bulk O.P.A. 
ceilings. In this way the company has no tax to pay 
on the sale of this substantial quantity of merchan- 
dise. If this whiskey were to be sold in normal 
business operations, subject to heavy inroads of ex- 
cess profits taxes, (Please turn to page 205) 








Barley malt being treated before cooking at Schenley Distillers 
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The Rubber Industry After The War 


Which Stock 
Is The Best 
Buy Now? 


BY STANLEY DEVLIN 


Durinc the past two years, the 
rubber goods manufacturing business 
has been on a more active schedule 
than ever before, in order to turn out 
the huge supplies needed by the armed 
forces and to supply the essential civilian demand for 
tires, tubes and apparel. There is every indication 
that this demand will continue as long as the war 
lasts; and when it ends a huge accumulated civilian 
demand for tires, tubes, raincoats, footwear, me- 
chanical goods and toys will keep the industry busy 
for a long time. A very active program for the 
motor car industry, to start as soon as conversion of 
plants can be completed after peace comes, will mean 
a vast demand for tires, tubes and other rubber 
goods going into motor cars, for several years. 

The development of synthetic rubber during the 
period since Pearl Harbor has been a miracle of 
American enterprise and ingenuity. With no more 
than 15% of the former natural rubber supply 
available, a dozen different kinds of artificial rubber 
have been produced. It is an open question, how- 
ever, whether synthetic or natural rubber will be the 
most widely used after the war, when the supply 
from the Far East is again obtainable. At present, 
the cost of synthetic rubber is higher than former 
average prices for the natural material; also in 
heavy duty tires and tubes for truck and bus use, the 
synthetic rubber is reported to be far less satisfac- 
tory than the natural, and it is also less serviceable 
for passenger car tires if the cars are driven at high 
speed. 

The question of how much synthetic and how 
much natural rubber will be used in the industry after 
the war is of little consequence to the investor in 
stocks in this industry, as it is certain that the raw 
material will be available, and the manufacturer will 
choose the more serviceable or the cheaper of these 
two products. It is of importance to the industry, 
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Aligning a wheel 


however, that the squeeze on this country which took 
place in the early 1920s can not be repeated. Then, 
a combination of English and Dutch rubber produc- 
ers in the Far East caused such a restriction in the 
exportable supply of natural rubber that prices went 
to somewhere around $1.30 a pound and when the 
“corner” was broken, rubber prices dropped to 
around 4 cents a pound. The industry in this coun- 
try had been forced to accumulate a large supply of 
raw materials because of the squeeze and suffered 
terrific losses later, on inventory write-down. With 
many synthetic plants here, and the “know-how” of 
making the artificial supply, such a squeeze could 
never develop again. 

The problem of conversion to peace time produc- 
tion when the war ends is a simple one in the rubber 
trade. Some changes in the size of tires and tubes 
and the specifications for apparel and mechanical 
goods will be necessary, but as a whole, the plants 
should not be long delayed in swinging into peace 
time output. As a matter of fact, many of them are 
making some civilian goods now. 

A long period of prosperity for the industry should 
be reflected in a strong investment and market posi- 
tion for many of these stocks. A comparison of the 
position of the leading issues shows which ones have 
the best market outlook, for the long pull. 

The four largest companies are the United States 
Rubber Company, the B. F. Goodrich Company, the 
Goodyear Tire & Rubber Company and the Fire- 
stone Tire & Rubber Company. A statistical com- 
parison of these four is shown in table I. 

On this showing alone, the U. S. Rubber position 
would seem to be the strongest, and there are some 
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other factors which might 











cn dh hoi : TABLE 1 
give it first choice. It is true Net Income Percentage Contingent or 
that after the completion of Net Sales 1942 Before Reserves of Net to Sales War Loss Reserves 
the write-off of the Far 
Eastern rubber properties, Goodyear $466,713,738 $22,370,911 4.8% $8,000,000 
amounting to $15,487,414, Firestone 352,693,500 15,481,130 4.3% 3,000,000 
the r —— left — the y. 5, Rubber 290,999,037 24,868,495 8.5% 15,487,414 
common stock was less per ; 
share than that on any of Goodrich 238,784,372 11,524,706 4.9% 2,000,000 
the other three, but it 
would seem that ais write- TABLE Il 

ff | Net Profits Before Percentage Profits Special 
om was more properly a Net Sales 1942 Special Reserves to Sales Reserves 
charge against capital ac- 
count and a deduction from Lee Rubber $18,725,101 $1,294,765 6.6% $150,000 
i wa one fe worl Dayton Rubber 14,063,151 821,054 5.7% 300,000 
niin awme- imix 39,944,785 1,182,963 3.6% 300,000 


lowed it to be taken from 





income in 1942, however, 
and therefore it was so charged off and thereby 
saved the company taxes. The earning power of the 
company was demonstrated in 1943, with net for the 
first half year at $2.45 a share on the common. 
The company has been improving its financial po- 
sition in the past two years, reducing its funded debt 
$1,838,000 recently, and building up its net current 
asset position to $107,905,839 as of June 30, 1943. 
As of that date, the outstanding securities were $32,- 
725,000 first mortgage and collateral trust 354% 
bonds due in 1958, 651,091 shares of $100 par value 
8% non-cumulative preferred and 1,759,092 shares 
of $10 par value common stock. During the late 
1920 and early 1930s, U.S. Rubber was in process 
of internal reorganization, with the duPont interests 
taking an important part in its management. Results 
were not shown in earnings until 1935, but from that 
year onward, income was in excess of $8 a share a 
year on the preferred, but dividends were not re- 
sumed on it (after many years’ lapse) until the pay- 
ment of $4 a share in 1938, with $12 in 1939, and 
$8 in each later year excepting 1942 when $4 was 
paid. The earnings on the common stock averaged 
$2.26 a share for the 1935-1940 years, with $4.26 
in 1941, $1.82 in 1942 (after 81 cents a share war- 
loss write-off in 1941 and $8.91 a share in 1942). 
With its peace-time average and the war year in- 
come before the write-offs, it would appear that 
U.S. Rubber common can be considered as having 
the backing of an earning power of $3.50 a share 


annually. Dividends have been scant in the past fif- 
teen years, with only $2 a share paid in 1941 and 50 
cents thus far in 1943 on the common in that period. 
From that angle, it might be that this stock would 
not be the first choice in the rubber group, excepting 
that it has been indicated by the directors that a more 
liberal policy may be expected if peace-time income 
is up to expectations. The outlook for postwar 
earnings seems very promising. The company is 
among the largest makers of tires and tubes for 
pleasure cars, has an enormous production of rubber 
footwear, sporting goods and toys, mechanical 
goods, etc. 

One of its principal customers for tires and tubes 
is General Motors and it does other original business 
for motor vehicles, also a large replacement business, 
for a total peace-time capacity of about 25,000,000 
tires a year. In peace times, it should eventually get 
back the crude rubber supply from its own planta- 
tions in the Far East, which provided about 15 per- 
cent of its total needs before the war. It has nine 
synthetic rubber plants in operation, which are Gov- 
ernment owned, but may be leased or bought after 
the war. Among developments in the war period is 
the production of huge numbers of 100% waterproof 
raincoats for the armed forces which have no rubber 
in them but are made from plastics. It seems likely 
that in some postwar bull market, ‘Rubber’? may 
again attract the attention of board rooms with the 
kind of volatile advances which have made it a 





TABLE Ill 
STATISTICAL POSITION OF LEADING RUBBER COMPANIES 








Average 
Earned per Share Earned Net Current Price Range 
on Common Stock 1935- Book Value Assets Dividends per Share Recent 1936-1943 incl. 

1943 1942 1 1940 Per Share Per Share 1943 1942 1941 Price High Low 
Goodrich $3.49(a $5.72 $5.02 $1.51 $51.34 $21.28 $1.00 $1.00 $2.00 36% 504% 10 
Goodyear 3.57(a 5.40 468 239 37.29 63.59 200 1.25 1.37% 34% 413% 10 
U. S. Rubber 2.45(a 1.82 426 226 30.63 61.31 0.50 ———. 2.00 37 723% 13% 
Firestone 2.60(a 5.04 4.37 92.41 46.21 47.14 1.50 1.50 1.50 35 43 1214 
Lee Rubber 2.50(b 5.39 619 3.16 48.01 32.71 295 295 92.35 36 39% 934 
Dayton Rubber 415 449 2:18 20.32 21.51 1.00 1.00 1.25 15 28% 
General Tire 2.17(c 237 204 1:78 24.54 19.09 1.00 1.00 1.00 17 38% 6% 


(a six months to June 30 


(b six months to April 30 


(c six months to May 31 
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market leader in the 1937 and the 1943 markets. 
Some analysts consider B. F. Goodrich Company 
common stock as having the best investment position. 
The average earning power has been high for many 
years, with a few exceptions. In the past three 
years, the net before special reserves averaged near- 
ly $9 a share a.year, and after these reserv es, aver- 
aged $7.07 a share. In 1942, the actual net income 
was $9.31 a share on the common stock, from which 
contingent reserves of $3.59 a share were deducted. 
In the first six months of 1943, the net income was 
$3.49 a share and the second half year may exceed 
that, before reserves. Thus, on earnings, the stock 
may be relatively the cheapest of the four, and there 
is also the excellent record of the company in the 
ig20s when U.S. Rubber affairs were awry. 
Despite all of this, however, the price movement 
record of U.S. Rubber has been better from the 
point of view of the size of its advances in periods 
of sharp gains in the stock market. The best figure 
for Goodrich in 1937 was 5014, or far under the 
7234 that U. S. Rubber reached that year, while the 
subsequent low on Goodrich went under that of U. S. 
Rubber. Whether it be the best stock or second or 
third, Goodrich common is in a good position for the 
expected postwar boom in this group. The dividend 
volicy has been very conservative and large sums 
have been put back into the properties. Payments 
in 1941 were $2.00 a share, but only $1.00 each in 
1942 and 1943, although a year-end payment this 
iear is not impossible. 


Greatly Diversified Production 


Goodrich has a general business in many products 
iesides its large output of tires and tubes. Soon 
after the war started, Goodrich developed a very 
arge production of butadiene type of synthetic rub- 
er, in which it had pioneered long before Pearl 
Harbor. Some tires made largely of this type of 
ubber had been in operation since 1940, and during 
1943, some small tires were made with 99.84% 
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wnthetic rubber. The company reports that some 
if these synthetic tires gave service comparable to 
hose made of natural rubber. Goodrich has main- 
ined a strong financial position. As of June 30, 
1943, the current assets were $125,522,097 and cur- 
ent liabilities $44,655,566, with the working capi- 
il $80,866,531. The seus securities on that 
ate, including bank loans of $4,571,429, were 
12,669,000 first mortgage 414 % bonds due in 
56 and $4,900,000 3% bonds of the same mort- 
ige; 412,031 shares of $5 cumulative preferred of 
0par value and 1,303,255 shares of no par value 
mmon. The preferred is callable at 100. In the 
lance sheet, the company reports that intangibles 
'$57,798,o01 are carried on the books for good- 
il, patents and trade-marks, but these are not set 
) as assets. 

Goodyear Tire & Rubber is one of the leaders in 
e industry and had the largest total business in 
N42. It is said to have produced in peace times 
e quarter of the total tires and tubes used in the 
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United States, and it is an important maker of many 
lines of rubber goods. In the war effort, it has been 
a large producer of blimps and dirigibles, and is 
planning to continue to feature them for various uses 
after the war. As have the others, Goodyear has 
actively developed production of synthetic rubber. 
Before the war, it had a fair production of natural 
rubber from its own plantations in Java, and some 
from lands in the Phillippines. ‘These and its fac- 
tory in Java were lost to the Japanese, and their 
values deducted from the 1942 income account. 
Goodyear has also been active in manufacturing 
rubber goods in a number of its foreign plants dur- 
ing the war, including those in England, Australia, 
Canada, South Africa, India and Peru, while those 
in Brazil operated from natural rubber produced in 
that country. Those in the Argentine and Sweden 
were inactive because of a lack of raw materials. 
When the war is over, this company is planning to 
expand its activity in many other countries. In the 
1920s, the earnings of Goodyear were sometimes 
larger per share than any other of the larger com- 
panies, but income dropped sharply in the early 
1930s, with deficits in several years and small net 
in others until 1936, but from then forward, income 
was at a rate better than $2.50 a share annual aver- 
age until 1941. In the 1941 report, actual net was 
$8.08 a share before special reserves and $4.68 
after them. In 1942, net before the reserves was 
$9.34 and $5.46 a share on the common after the 
write-off for war losses. The dividend rate has 
been conservative, with $1.00 to $1.25 in several 
recent years but $2.00 has been paid this year. 
Goodyear has $37,500,000 in bonds, $9,030,969 
in minority stock interest of subsidiaries, 626,154 
shares of $100 par 5% cumulative preferred and 
2,059,168 shares of no (Continued on page 208) 





United ‘States Rubber Co. 


A giant 400-foot conveyor belt of synthetic rubber 
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Well known stocks often cost a premium price 
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may offer greater values and potentialities. 


Secondary Stocks Versus Leaders 


cy 3. &. 


N periods of business expansion, a number of com- 
panies which are junior in size and in ranking in 
their industries to the very big corporations will 
often show a much more rapid increase in their per- 
centage of turnover and in earnings than the largest 
ones. Inversely, in periods of depression, the shrink- 
age by the smaller units is often more rapid than 
that of their larger competitors. Over long periods, 
dating back to before the last war, the general trend 
of corporations in this country has been one of 
growth, despite the terrific setbacks in the 1914- 
1915, the 1920-1922, the 1930-1933 and the 1938-9 
periods. In those severe depressions, a number of 
weak companies failed to survive. Those that did 
are mostly in a far stronger position now than they 
were thirty years ago, in the industrial group. 

The rate of expansion of the largest companies 
has been far slower than that of some of the pro- 
gressive, well managed smaller units. This has been 
particularly true since the 1935-1937 boom in busi- 
ness was followed by the violent recession of 1938, 
then the war-stimulated business expansion of the 
past three years. 

In order to demonstrate this, ten of the largest 
companies were selected, with their common stocks 
among the market leaders, and ten secondary com- 
panies where the business is considered well managed 
and the stocks “growth” issues. The names were put 
down without being sure that the figures would prove 
the case, but they did. If a better proof of it were 
sought, four of the leaders which showed up very 
well when the figures were all worked out, might 
have been eliminated and four with less expansion 
substituted. Also, three of the secondary stocks 
which did not show as strong figures as the other 
seven could have been taken out and three others 
with better figures put in their place. If the names of 
each ten had been picked just to prove the case in 
each group, a still stronger proof of the more rapid 
growth of the secondary companies than the leaders 
could have been given. 

The first set of figures in the accompanying table 
shows the growth in book values between the end 
of 1937 (or the latest report for that year where the 
company has a fiscal year) and those at the end of 
1942. All but one company in the list of the ten 
market leaders shows an increase, and all ten of 


for reputation while less well known issues 
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the secondary stocks. The one exception is United [tp. 

States Steel, where a severe loss and sharp write. §par! 
down of inventory occurred in 1938, which has not the 

been made up since then in full. Incidentally, there ftow 

are many differences of opinion as to how book{lad 
values are figured, with some including therein all the 
assets, less all debts and par value of all securities §ycar 

prior to the common stock, then dividing the number 1 

of shares of common into the remainder. Others§!0r [ 














exclude from the book value all intangible assets,gpanic 
and deduct all sums set up in the liability side of theffor ¢ 
balance sheet as reserves. The latter method hasffals 
been used here, and in the case of U. S. Steel, forjmany 
example, this gives a book value at the end of 1942}con 
of $10 to $12 a share less than some other methodspavin 
of calculating it. in the 
In the book value of the ten market leaders, from) Th 
the 1937 to the 1942 one, the average increase wasp! th 
14.46%, and only two of the companies showed over! th 
259% increase in these figures for the five years, withgrth t 
the largest gain for any among the ten being 36.4%pgh 
in book value for the period. Among the ten second#fom 
ary companies, the average increase in book value in 
the five years was 51.24%, with five showing over 
50% increase in this item, and the top figure of suc 
gain was 142.7%, and the second 82.8%. Many ol 
the ten leaders have very large outstanding capitali 
zations, with one of over 43,000,000 shares of comfIEN x 
mon stock and two others with nearly 30,000,00§NAM 
shares each. Therefore, with a larger percentage of |, g, 
net income paid out in dividends, the per shatglhion 
growth in book values is at a slower pace than tha po 
of the small company with 300,000 shares of com thited 
mon stock, and with a smaller proportion per shargGenera 
of its net income going to dividends and more of! been 
added to surplus. Chrysler 
An examination of the gain in net current assél 
per share (being the current assets less the curre 
liabilities and the remainder divided by the numbfijesrs 
of common shares outstanding at the end of 193fohn A 
and 1942), shows that all of the twenty companigg aster f 
added to their financial strength in the five-y¢@rsser | 
period, with only one showing under a 10% galffWeroic 
The average gain in net current assets per share fqy"Fi° 
the ten larger companies was 46.44%, while ths. Ply 
for the ten secondary companies was 91.26%. Fogltine 
of the market leaders showed better than 50% | 


ohns-N 
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crease in the net current assets per share for the five 
years, with the top figure at 90.9% increase. Among 
the secondary companies, six showed better than 
507% gain in this item, with the top one at 240.4% 
increase and the second at 112.8%. Besides the ones 
listed here, there are dozens of other corporations 
which have been building up their current position in 
recent years, and particularly during the past two. 

There are no percentage figures given in the com- 
parison of the average annual earnings for the 1936- 
1939 period with the estimates for 1943, because 
new factors have arisen which affect earnings now 
and did not in the pre-war years. Most important 
of them is taxation, with the normal and surtax 
rates more than double and for some companies four 
to six times larger, than the pre-war average. On 








parison. Of the ten leaders, prices recently were 
above 70% of the 1937 highs in four cases, with the 
best showing at 78%. Among the ten secondary 
issues, seven were above 70% of the 1937 best fig- 
ures, with the highest at 206% of the 1937 top and 
three others at 100% or more of the best shown in 
1937- 

In the study of prices, consideration might be 
given to the fact that many of the market leaders. 
are selling at figures which are 15 to 30 times the 
indicated 1943 earnings per share. Only one is at a 
price less than 10 times the indicated 1943 net per 
share. The reason for this is that the general public 
is familiar with these companies and their stocks 
have wide distribution. They are companies with 
enormous assets, with businesses which have been 


United {top of this, are excess profits taxes. Therefore, com- established for many years and with financial 
write fParisons in percentages or taking any one year of strength to weather many years of business depres- 
1as not [the 1936-9 period, are of little value. In general, sion, if there should be such a condition. — 

, there ftowever, the 1943 income reports of the ten market The secondary stocks are mostly at prices which 
» book §leaders will show close to the pre-war average and are from 3% to 8 times the estimated 1943 earnings 
-ein allytte secondary stocks will have better income this per share. There are three of them, however, that 
curities§/c@r than in the former period. In making estimates are at prices in a ratio of more than twelve times 
number§f 1943 net earnings per share, allowance was made _ 1943 net earnings per share, one being at about 27 


Othersf{or probable charge-offs at the year-end. Most com- 


assets, 


panies make special deductions for contingencies or 


> of thegor changing plants from a production of war mate- 
10d hasfials to peace-time activities. Such are allowable in 
eel, forfmany cases as a deduction before arriving at net 
of 1g42pucome for tax purposes, and thereby a considerable 
methodspvings in taxes has been possible in many instances 


inthe 1942 reports and should be again this year. 


rs, from The price comparisons are equally strong in favor 
sase wast the secondary stocks. The average price recently 
ved ove! the ten leaders was 63.21% of the 1937 high, 
ars, withprith the ten secondary stocks at 97.24% of the 1937 
g 36.4% igh on the average. Prices are down about 10% 
: secondgtom the best levels reached in 1943, in this com- 






times the earnings figure. The exceptions to the 
average in this group, however, are companies which 
did very well in pre-war days and are not showing 
such good earnings now, but are in line for a con- 
siderable increase in their business in the post-war 
period. 

Another point of comparison which might be made 
in addition to the figures in the table is a comparison 
of book values to recent market values. In the case 
of the ten market leaders, eight are at prices from 
1 1/6 to 3 times the 1942 book value. The two steel? 
stocks, on the other hands, are less than half of their 
book value figure in market price. Among the sec- 
ondary stocks, only one (Please turn to page 205) 
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‘ing ove STATISTICS SHOWING COMPARISON OF VALUES TEN LEADING COMMON AND 
= of wl TEN SECONDARY COMMON ieee 2 
verage 
any Ol Net Ratio 
moon Net a Assets ne ote Pm brags 
er Share per Share e Price rice to 
s of comfIEN MARKET LEADERS Book Value Per Share % 1936- Netper of the Stock Recent 1937 
),000,001 NAME OF COMPANY 1937 1942 % Increase 1937 1942 Increase 1939incl. Share in 1937 Price High 
entage OFF |, du Pont de N. $42.12 $47.28 12.0% $13.54 $15.57 15.0% $6.54 $4.50 1801< 140 18% 
yer shat@Union Carbide & C. 27.53 31.73 15.3% 7.08 10.34 46.2% 3.87 4.25 111 94% 11% 
than thilendud Oil New Jersey 4645 4853 44 169 i817 424% 388 375 '16  S7ia Ie% 
indar il New Jersey : A 5 5 AL ; 4 : 2 0 
s of COMnited States Steel 141.55 122.37 Dect 3.5% 41.76 60.12 43.9% 2.24 4.715 12614 52 41% 
er shat General Electric 10.43 11.30 8.3% 4.92 6.08 23.6% 1.79 1.60 64% 35% 54% 
fe le a eon a a ae ae ae: 
ehem Stee 3 A : . : A A ° 2 
hrysler 29.98 40.84 36.4% 17.02 32.49 90.9% 9.68 4,00 1354 76 56% 
‘ent asst! lbhns-Manville 45.81 58.05 26.7% 22.04 38.10 72.9% 4.08 4.15 126 85 671% 
he curré Average increase 14.46% 46.44% Average Ratio 63.21%, 
BIN SECONDARY 
he numbé lleghany Ludlum 20.66 23.71 14.7% 8.02 11.64 45.1% 1.27 3.75 455% 26 57% 
d of 193)Pohn Aluminum 24.23 35.88 48.1% 15.32 17.73 15.2% 3.04 6.50 4814 434% 89% 
anigesster Electric 9.92 15.47 55.9% 6.19 20.91 237.8% 2.44 Ob 25% 244% 994% 
compan Ruare D 9.71 17.09 76.0% 6.18 11.43 849% 2.48 4.00 4834 36 74% 
5 five-ye vesser Mfg. 21.24 25.20 18.7% 9.89 1494 51.1% 1.33 8.00 55 28 51% 
10% ga uberoid 39.23 41.15 4.9% 43.57 51.31 17.8% 1.69 1.50 38 244% 64% 
fgrompson Products 19.54 31.94 63.4% 9.87 32.60 240.4% 2.68 7.50 28% 29 100% 
r share ic. Flexible Shaft 21.35 39.03 82.8% 11.25 22.13 97.6% 7.64 6.50 77 719 102% 
while th@.S. Plywood 7.18 17.43 142.7% 429 912 112.8% 1.33 1.30 17 35 206% 
6% Fog#fine Companies 40.44 42.56 5.2% 13.82 15.19 9.4% 3.82 3.00 3214 43 135% 
am 50% ; Average increase 51.24%, 91.26% Average Ratio 97.24% 











PROFIT OUTLOOK FOR TRU 
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Te entire commercial vehicle industry, its parts 
and accessory suppliers and the sales and service or- 
ganizations specializing in this field will be energized 
anew for a considerable period ahead through the 
extensive civilian truck manufacturing schedules laid 
down for the coming year by the War Production 
Board. 

The first of such vehicles to be produced for civil- 
ian use since Pearl Harbor have been authorized, 
and under the new program total production of all 
types of commercial trucks will be boosted from an 
already authorized 33,852 units to 123,492 vehicles. 
These include 92,057 mediums, 21,030 light heavies 
and 10,405 heavy trucks. The entire program is ex- 
clusive of military vehicle production, involving at 
least a like number of units in the aggregate, and 
places a heavy burden on the truck manufacturing 
industry which finds itself in a quandary as to how to 
superimpose the new program on current war vehicle 
schedules. 

To cope with it may mean another conversion job 
for the automotive industry along with extensive 
subcontracting for numerous parts. Bottlenecks are 
especially severe in gear-cutting equipment and axle 
building facilities as well as high power motors for 
the heaviest vehicles; to overcome them, new sources 
of supply must be opened up. Continental Motors 
and others are in line for orders for heavy truck 
motors. Eaton Manufacturing, Reo Motors, White 
Motors as well as various General Motors plants 
will be called upon to amplify the axle output of such 
concerns as Timken-Detroit Axle and Chevrolet 
Gear and Axle Division of General Motors. Fur- 
ther assistance is seen possible from the machine tool 
industry now ina slack period. To this end, Warner 
& Swasey, National Acme and kindred manufactur- 
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ers are being lined up to make gear elements and 
other axle drive components in order that the super This 
schedules outlined may be realized. h 
Transmissions are another worrisome factor. The ad 
rugged type, essential for heavy vehicles, is princi-{"" 
pally supplied by Spicer Manufacturing Co., Fuller , 
Manufacturing Co. and Clark Equipment compa-[%"7 
nies. These however have never been confronted ?- 
with anything like the volume now specified and ma-J™° ‘ 
chine tool companies, additionally, may have to comef"¢t 
to the rescue. indisy 
A total of 22 firms share in the new truck pro: OW 
gram against 13 which received allotments for thef. ') 
second half of this year. Significant is that the list{” th 
of medium truck builders, besides International Har{’82!" 
vester, includes Chevrolet and Ford for whom me- books 
dium trucks present a considerable crowding of their a 
upper limits on size. In fact all truck makers have'® icl 
been edged upward toward their weight limits, in- on 
dicative of the growing emphasis on heavy duty H ich 
vehicles. 4 b 
Shortage of manpower is believed the greatest ol ab 


all problems; not only are the original contractors 
seriously shorthanded but suppliers of essential part 
are equally handicapped. To overcome this, all re 
quirements are to be pooled and all critical compo 
nents will be scheduled from raw materials to com 
pleted product to insure proportionate deliverief"PS | 
New or expanded facilities will be provided in somg" Me ' 
cases to handle the enlarged program. ral M 

Difficulties in securing adequate materials an iC _ 
manpower to carry out the initial program of onl anut 
33,852 units were called virtually insurmountabl"¢ 4 
only a short while ago and predictions were heat lee 
that sights would have to be lowered. Instead, thy’ Ve 
program has now been quadrupled, and indicative 0 tands 
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its urgency, WPB gave it the same priority rating as 
the airplane and high-octane gasoline program. This 
throws a new light on the growing civilian trucking 
crisis, due to worn-out vehicles, lack of replacement 
parts and insufhciency of trucks in the first instance. 
It has been a daily more severe drag on the war ef- 
fort and the new program is primarily designed for 
its relief. Superimposed on heavy military sched- 
ules, likewise stressing heavy vehicles, which must be 
met, the resultant strain on all sectors of the autc- 
motive industry is obvious. 

It also serves to point up not only exising but 
future potentialities in the truck industry. So far 
there has been a tendency to minimize longer range 
prospects on the premise that eventual release of 
huge numbers of military trucks after the war will 
cut sharply into post-war business. This view, it 
appears, is steadily losing in validity. The outlook 
now is that demand for all types of trucks, not only 
during but after the war may be almost insatiable, 
that all which can be spared from civilian and mili- 
tary stocks will be urgently needed abroad where by 
the end of the war, the havoc in all transportation 
felds will be incredibly severe. Current military em- 
phasis on heavy trucks and prime movers confirms 
this. They are urgently needed to make up for the 
destruction of railroads in re-occupied countries; 
their rehabilitation, at best a long range job, can 
hardly be undertaken before the end of the war. 
This need will mount as our armies penetrate far- 
ther into Europe. With the opening of a second 
front, it will reach its apex and the demand for large 
argo carrying transport units permitting extraor- 
dinary rapidity in the movement of supplies should 
transcend anything scheduled so far. What with 
the destruction that is likely to be wrought, prospects 
are that trucks of every description will constitute an 
indispensable transport medium in war-ravaged 
countries for quite some time. 

With military truck schedules which suffered cuts 
in the latter part of 1942 and early in 1943, now 
again increased and a large civilian program on the 
books, truck makers are assured of capacity opera- 
tions for an indefinite period. Builders of heavy 
vehicles would seem to be better situated now than 
manufacturers of light trucks. In the latter field 
which has become largely preempted by 






































improved outlook. Other truck makers also deserve 
attention. 

Mack Trucks, one of the leading producers of 
heavy duty vehicles, is enjoying large war-time earn- 
ings and last year netted $5 per share against $4.93 
in 1941. For the first nine months this year, $3.40 
was realized on the common and the year’s net 
should approximate $5. Working capital position 
has been consistently good and amounted to about 
$48 per share at the end of 1942. Besides a line 
of light trucks, suspended for the duration of the 
war, the company is also an important maker of 
buses and fire-fighting equipment. In both these cat- 
egories, a large deferred demand has been built up 
which should add materially to post-war potentials. 
The company normally finances its own receivables 
and interest from this source has been quite substan- 
tial in the past. Additionally, a complete line of 
diesel engines for trucks and marine use is being 
made. These potentials appear conservatively capi- 
talized at the current market price of about 31, only 
about six times earnings and yielding 9%. Past 
dividends were generous despite often erratic earn- 
ings, largely fluctuating in line with the business 
cycle. The new outlook should have a stabilizing 
effect. 

White Motor has been strong and active during 
the period last summer when equities generally were 
having an uncertain time of it. Interest is stimulated 
by the company’s large gross business and a resultant 
good increase in net. In the six months through 
June 30, net income was $2.90 a share versus 94c¢ 
the year before. In 1942, $5.10 was earned com- 
pared with $4.41 in the preceding year. An un- 
stable earner and poor dividend payer in the past, | 
the war proved a fillip to this old-established truck | 
builder which since its segregation from Studebaker | 
in 1935 has considerably broadened its operations to 
include a variety of lighter trucks and heavy duty 
types. The company is maintaining a relatively large 
working capital, at mid-year amounting to some $24 
million, and has no funded debt or any other obliga- 
tion ahead of the common. Post-war reserves of 
$5.83 million were set aside from earnings, amount- 
ing to over $9 per share. Selling currently at 18 or | 
barely four times earn- (Please turn to page 209) 
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er and Ford, post-war competition will 
iain be keen. An additional stimulus, 
yond the positive factors already 
mentioned, will derive from the incidence 
of reconversion, including revival of | #4944 


private building and construction. Per- 1940 
laps indicative of enhanced prospects bi 
nthe truck industry is the fact that Gen- 1937 
tral Motors recently completed its hold- 1936 


; ; 1935 
ngs in the Yellow Truck and Coach 1934 


Manufacturing Co. in which it formerly = 
teld a dominant interest. Yellow Truck 1931 
hing the largest factor in the commer- 1930 


al vehicle field, General Motors thus 1929 
tands to benefit importantly from the 





441 68 463 125 64 15 95 1271 
347 43 358 54 <7 9 52 890 
293 30 344 27 19 8 38 758 
195 31 246 18 10 4 26 530 
395 21 441 30 19 6 34 947 
316 10 423 31 12 5 21 818 
250 2 420 29 10 4 16 732 
172 2 376 26 11 5 7 599 

99 0.8 228 16 8 9 4 358 

719 16 144 7 6 3 4 245 
109 b: 289 8 11 5 6 434 
145 31 370 16 23 6 8 600 
142 719 524 28 33 +] 12 827 

* includes military vehicles. 









TRUCK PRODUCTION BY CAPACITIES 


(thousands of units) 
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Resrarcu has long been the hallmark of Amer- 
ican industry but the war has taught us that research 
not only pays but is one of the best guarantees of na- 
tional security. The glass industry is an outstanding 
example. At least a thousand varieties of glass have 
war uses. 

Window glass, lamp bulbs, arc lamps and fluores- 
cent lighting tubes enable us to operate war indus- 
tries continuously, day and night, independent of 
weather and sunlight. Multi- layered plate glass, 
bonded by plastics, protects men in the armed forces 
in trucks, tanks, armored cars, battleships and bom- 
bers. Men fight behind this transparent “steel,” 
as it has appropriately been called, and are unafraid. 
They can see, yet they are fully protected. 

A single airplane has many different kinds of 
bulbs, even those which yield black light to render 
fluorescent controls and maps visible to the pilot 
but invisible to the enemy. X-ray bulbs reveal de- 
fects in war materials so that we can reject defective 
parts and insure safety. They locate shrapnel and 
fractures in the wounded men at field hospitals. 

Glass bottles carry the blood plasma and the ster- 
ile water which furnish new blood to the wounded 
on the battlefield. Glass mats and woven glass rib- 
bon and cloth serve as separators to insulate storage 
batteries and electrical machinery. Special glass 
ribbon filters the dissolved blood plasma in hospitals 
and in the field, and is a part of each plasma outfit. 
There you also find glass sutures or thread for stitch- 
ing or sewing up wounds. 
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; :@ Hoffer 
Pittsburgh Plate Glass Co. 


Frosting plate glass equa 


Glass cloth is non-inflammable. It may be water: 
proofed and used in tarpaulins to protect war equip: 
ment against moisture, snow or rain. Glass wool 
is a fine insulator against heat and cold. A four-inch 
layer will insulate as well as a 14-foot concrete wall. 
It is used to keep trucks, tanks and huts warm in 
the Arctic regions, and to keep heat out in the dustr 
tropics. It is vermin-proof and rodent-proof. Used made 
as insulation in a battleship, it is so light that the does 
vessel’s carrying capacity may be increased by 60,00§—— 
pounds as compared with former insulating methods] 

In the stratosphere, glass wool helps to preven 
heat loss in planes and serves as a filter in ignitio 
systems where it lets gases through but prevent 
backfiring. Glass fibres have been combined with@ — 
plastic to create a new material of remarkabl@) Pi 
strength which can be molded into aircraft strug) [jy 
tural parts with low pressure and without the use of) — 
expensive molds. Experimental samples of this mi 
terial which can be machined and has the dimenf uw, 
sional stability of the metals, have been produce 
with tensile strengths of over 80,000 pounds pt 
square inch. 


Gl 


sights, gun-sights, filters and many optical instru 
ments. Case-hardened glass is indispensable in navap 
craft for port lights and screens, for dials on navigafits bic 
tion instruments and for anti-aircraft searchlight{ Gla 
Then, there is laminated safety glass, perfected t¥ncrea: 
a high degree, to streamline combat planes by usin{fow w 
a revolutionary process of “bending’’ it beyond anfférials 
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thing ever required in peace time. ‘“‘Foamglas” a 
new type of opaque glass that floats like cork has 
found wide application as the buoyant element in life 
preservers, boats, life rafts, etc.; additionally it has 
valuable insulating properties and is widely used for 
refrigeration purposes. 

Innumerable war uses of glass could be men- 
tioned ; their number is legion but the full story will 
not be known until after the war. What it may 
mean in terms of post-war p®tentialities is obvious. 
The field of application for civilian uses has barely 
been scratched. Glass, the world’s oldest plastic, 
will henceforth compete with steel, textiles and many 
building materials; with other plastics, rubber and 
numerous metals, especially the light metals. Glass 
furniture had come into vogue just prior to the out- 
break of the war. Looking forward to the post-war 
era, manufacturers are now experimentally con- 
structing kitchens and entire houses of glass, the lat- 
ter built of a type called thermopane which collects 
the sun’s rays and is said to reduce net cost of heat- 
ing about one-third. Owens-Illinois Glass Co., one 
of the leaders in the field, is famous for its glass 
blocks and insulation materials. Owens-Corning 
Fibre Glass Co., pioneering glass fibre, has devel- 
oped entirely new fire-proof structural insulating 
materials. The former even now is experimenting 
with an all-glass container—glass jar and closure— 
Joftering considerable promise for the future. Pitts- 
burgh Plate Glass Co., originator of ‘““Foamglas”’ is 
equally famous for its architectural glass which is 
expected to find wide post-war application in building 
construction. 
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- in thqlustrial potentialities. Presently replacing tubing 
: seqqtade from special rubber or scarce metals, it far out- 
that thq/0es the latter in its resistance to heat, acids and 










Many New Uses 


variety of useful insulation materials. You can find 
them even in such everyday articles as neckties, wo- 
men’s wearing apparel and fabric uppers for shoes. 
Considering the entire range of applications, glass 
can truly be called at once the most versatile and 
utilitarian material we know today. 

One of the outstanding characteristics of the glass 
industry is its concentration. In the flat glass field, 
three companies, Pittsburgh Plate Glass Co., Lib- 
bey-Owens-Ford and the American Window Glass 
Co. predominate. In the glass container field, 
Owens-Illinois-Glass and Hazel Atlas Glass Co. ac- 
count for the major proportion of output. All these 
concerns should participate importantly in the bene- 
fits arising from existing potentialities. Pittsburgh 
Plate Glass Co., which also has a very profitable 
paint division, manufactures virtually every kind of 
plate glass, safety glass and window glass. An in- 
telligent policy of research has vastly contributed to 
the company’s expansion in past years. In the field 
of newer glass applications, the company is well- 
known for its structural glass, glass blocks for build- 
ing, architectural glass and Foamglas produced by 
its Pittsburgh-Corning subsidiary. 

Through other subsidiaries, the company has an 
additional stake in the chemical field where it has be- 
come a leading factor in the manufacture of sodas 
ash, caustic soda and chlorine. New research is lay- 
ing the groundwork for Pittsburgh to become an 
even more important chemical producer in a number 
of new lines. Additionally, the company has devel- 
oped the sensational new plastic known as “C.R.39,” 
a secret composition. The paint division manufac- 
tures a full line of paints, lacquers and varnishes. 
This great diversification of business made for ex- 
ceptional earnings stability in the past, with net per 
share averaging about $6 permitting liberal divi- 
dends. Despite loss of the important automotive 
outlet for plate glass, war time earnings were main- 
tained at high levels with 1942 net amounting to 



























y 60,0009 oes a Sn iin 2 
nethods | 
preven STATISTICAL RECORD OF GLASS COMPANIES | 
ignitio 1936-39 1936-39 Recent Earnings Recent Dividends Price - Price- 
revent Avge. Net Avge. Div. per Share per Share Range Recent Yield Earnings 
y +h per Share per Share 1940 1941 1942 1940 1941 1942 1943 Price % Ratio 

with 4 = = = 8 
narkablq) Pittsburgh Plate Glass 5.91 4.56 6.30 682 5.09 5.00 5.00 3.50 98 -843, 9554 4 19/1 
“ strucl) Libbey-Owens-Ford 3.28 2.87 3.96 3.52 0.74 3.50 3.50 1.00 4334-31 374% 2.7 24/1 

e use 08) 

this mi) Owens-lilinois-Glass 4.07 3.37 2.71 3.40 3.46 2.00 2.50 2.00 64 -54144 59% 3.3 15/1 
e dimenf) Hazel-Atlas Glass 6.21 6.05 5.98 6.63 5.69 5.00 5.00 5.00 11014-9314 102 5 18/1 

el | 
aie Anchor-Hocking Glass 1.05 0.70 1.43 1.36 1.96 0.80 0.90 1.00 231%4-16% 19% 5 10/1 
*Son basis of 1942 dividends. 

in bomb -_ iniicieieicaaiesinadiapibiaminaniia 
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e in navpther erosive chemicals. Its cost-saving characteris- 
n naviga@tcs bid well for the future. 

rchlight¢ Glass fibres, softer than wool or silk, have become 
rfected t#creasingly entrenched in the textile field. They are 
; by usinfow widely used for the manufacture of curtain ma- 
yond an trials, tapestries, upholstery materials and a great 
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$5.09 per share against $6.82 in 1941. This year’s 
earnings may drop somewhat below last year’s due 
to narrow profit margins on Government orders, 
idleness of some plants and rising costs but long- 
term growth in sales and profits is held assured. 
Libbey-Owens-Ford, a (Please turn to page 206) 
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[FeESPurE recent market sensations in 
some of the liquor stocks, Canada 
_ Dry is selling well under its high for the 
year (it is currently around 21%, com- 
pared with the range of 247%-13%). 
While the company is usually and prop- 
erly listed in the “beverage” group, sales 
in 1941 were about 38 per cent in “hard 
liquors” and 62 per cent in carbonated 
beverages. It is in the soft drinks that 
progress was fastest in recent years 
and promise is greatest. BY ROGER 

Imported liquors distributed by 
the company include Johnny Walker Scotch, John 
Power & Son Irish Whiskey, Daiquiri Rum and 
Cinzano Vermouth. The company also handles 
several domestic whiskeys and manufactures Hollo- 
way’s Gins and Nuyens Cordials. In 1942 the com- 
pany entered into an agreement to distribute the 
California wines of the Italian Vineyard Company 
(established 1883) whose wines come from the 
world’s biggest vineyard. 

The soft drinks consist of Canada Dry Ginger 
Ale and the lower-priced Carleton Club, sparkling 
water, Spur (a cola drink), Tom Collins Mix, and 
a variety of flavored drinks. Canada Dry Ginger 
Ale, Ltd. manufactures and distributes carbonated 
beverages in Canada, the business accounting for 
15 per cent of system earnings. Another subsidiary, 
Canada Dry International, Inc., licenses bottlers op- 
erating plants in South and Central America, the 
West Indies, New Zealand and other countries. 

While sales tend to follow the business cycle and 
dropped more than one-half in the years 1930-1933, 
this loss was more than recovered in the next four 


The Growth Promise 





























+ 
years. Sales continued to gain rapidly 
during the war-time period, being cur. 
rently at well over twice the 1929 level. 
For the nine months ended June 3oth, 
sales were $23,103,806, a gain of 32 
per cent over last year. 

Due to the sharp rise in operating 
costs and taxes, however, the company 
has not yet been able to duplicate the 
record of 1929 when over one quarter 

of sales was carried to net income, 
CARLESON yielding $6.92 on the stock. Share 
earnings dropped to 84 cents in 
1932, and the stock itself dropped even faster—from 
the 1929 high of 9834 to a depression low of 6. As 
indicated in the accompanying table, earnings re- 
mained irregular until 1937, when they recovered 
to $1.19. A further gain to $2.70 in 1941 has been 
well maintained in 1942-3 despite sharp tax in- 
creases. For the first nine months of the fiscal year 
1943 (which ends September 30th) $1.90 was 
earned compared with $1.68 in the previous year, 
indicating the possibility of $2.75 or more for the 
current fiscal year. 

The stock is currently selling at less than eight 
times earnings, possibly due to the low dividend rate 
—7o cents for the calendar year 1943 (the figures 
in the table are for fiscal years). The latest quar- 
terly dividend, payable December 1oth to holders 
of record November 24th, was 25 cents compared 
with earlier quarterly payments of 15 cents. 

A large part of net income in recent years has 
gone into increased inventories, as with other liquor 
and beverage companies. At the end of the 1942 
fiscal year inventories were in excess of $5,090,000 
as compared with $1,650,000 | 













THE STATISTICAL RECORD 
l Year “¥' W % Oper. 


1939. Cash items were $1,350, 
000, about the same as in previous 
years. The current ratio was 3.5 











Ended Net Income of Income Net Amount per share Approximate to I. 
Sept. 30 Sales* Sales Taxes* Income* Earn. Paid. _ Price Range While the company has re 
1942 $23.7 152% **$1.42 $1.58 $92.61 $1.00 15-9 sorted to bank loans from time t 
1940 en 39 O95 100 03 Nil” ep time, there is no funded debt an 
18. : c ; ; i y 7 
1939 166 98 011 +116 188 050 920-12 only one class of stock—6045157 
1938 *' 149 7.4 0.14 0.6? 1.48 O85 a shares of common ($5 par). A 
1937 * | 149 8.1 0.25 0.7 1. i . . ; re 
1936"! 100 46 0.06 018 0.36 Nil 31-10 issue of 30,208 shares of P 
1935 FL 92 6.6 0.05 0.24 0.47 0.70 18- 8 ferred, with dividend rate 0 
1934 9.6 Me a er ao He ag either $5 or $5.50 (to be deter 
1932 eT 006 042 O84 165 16.6 mined), has been authorized bu 
1929 13.4 31.7 0.41 3.53 692 4.75 99-45 not issued. In March 1942 th 


* In millions of dollars 


** After deducting postwar credit. 


company withdrew its registratio 
(Continued on page 206) 
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n eight 2 fs one ° 
nd bt To make progress one must adjust himself to the realities of today... the swiftly paced war development= 
7 foures ... the transition to peace. By so doing you can safeguard your interests . . . capitalize on favorable op- 
n a portunities, and follow an investment course based on new influences and factors — domestic and inter- 
h den national — which will decide the trends of business profits and security prices. 

es i Alert to the changes both political and economic, Mr. A. T. Miller, distinguished analyst, in this new book, weighs the 
mparet situation ahead .. . designates the contingencies you must prepare for and gives you his personal selection of various 

portfolios — to meet your wishes and objectives. 

ars has It Will Help You... Part 111—Securities Geared to New Forces 
r liquor —Crystallize your policy; lay out an investment program. A—Weighs Common Stocks, Preferred Stocks, Bonds 
le 1942 --Decide on a basis for setting aside funds —For investment; for profit and income; for specula- 
90,000 ... for speculative ventures ; tion; for short term; for longer term. 
000 | . .. for long-term fortune building opportunities. ies sae = aii — ‘ ' 
’ _¢ . : . : : -~New products and markets; postwar cushions; infla- 
51,350; Part |—Contingencies for Which to Prepare tion; special situations; early peacetime leaders. 
yrevious A—Mixed War and Peace Economy ; C—LOW’-PRICED STOCKS 
was 3.5 —Transition from war to peace; postwar planning. —Companies in best position to show large percentage 

baa —Political and economic changes. gains; what to consider. 

—Increased government in business. 
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oe —Postwar problems in government owned capacity. Next Two Years— . - tad 
time to —Cost of war... its effect on earnings... labor .. wi ™ ears—Specitic Selections 
lebt an taxes... standards of living. ; A—For Income and Safety ... for maintaining income .. . 
6044157 B—End of Isolationism; —Our place in the new world. for those retired, for professional men, for widows. 
’ A —What these forces mean to you as an investor. B—For High Yield and Profit . . . for those able to take 

ir). 4 Part 1l—How to Build Investment Capital Now businessman’s risk. — 
of pre é; ; lt ae C—For Speculative Profit ... for building capital primarily 
rate 0 A—Planning a Strategic Portfolio; F or income and safety. in low-priced stocks with an eye to the future. 

deter B—Limiting Your Risk; —When investing for profit. D--Strategic Portfolios ... Above are for $5,000 . . . $15,000 
€ € C—With Capital Growth Foremost iat _ «++ $25,000 with percentages allotted to fit any amount. 
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206) This book will serve you well in these vital days... enable you to think out your own problems... give 


you the benefit of our expert judgment. Send your order today as we print only a limited edition. 


sTRet | a Plus... 











THE IDEAL GIFT 


THE MAGAZINE D, 
OF WALL STREET lus 
The combination supplying the tools necessary for 
sound and judicious action in the vital period ahead. 


“How to Make Money 
in the Next Two Years” 


To Father. Son. Friends. Business Associates 


-~=#/9o Yourself 









* Fo =p 
4 

Agt 

xe 


basis for making plans in epochal 1944. 
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—the key to superior judgment. More than ever will it be essential as a 


Because of its insight on a broad scope, authoritative character, and its sound common-sense, no Christmas 
gift you can give this year will be more gratefully received and appreciated than The Magazine of Wall 
Street. It will express your interest in the economic welfare of the recipient . . . and 26 times throughout 
the coming year, he will be reminded of your thoughtfulness. He will turn to The Magazine of Wall Street 
with interest at first ... then with eagerness ... because he will find it profitable and good . . . and be- 
cause he will gain an understanding of domestic and international affairs which he never believed he 


could acquire so easily. 
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being put in touch with a source which so reliably weighs 
and interprets the new forces dominating industry and in- 
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Your Executives and Employees — who will acquire a broader 
grasp of the vast industrial and economic changes taking 
place. It will help to develop their judgment and vision. 

Your Womenfolk — because it will assist them in acquiring the 
background and perspective they need today and tomorrow 
—to retain the financial security you have built for them. 


Yourself — because each issue deals in a most practical way 
with the vital problems regarding your business and your 
investments ... and particularly since it is the most depend- 
able guide you can secure—regardless of price. 
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a private-edition copy of our important new book “How to Make Money IN 
THE Next Two Years” (described on reverse side of this page) immediately 
on publication. Your gift subscription also includes confidential inquiry privi- 
leges—FREE. 


The Magazine of Wall Street, 90 Broad Street, New York 4, N.Y. 
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John J. Chalmers of New York writes us: 
“Enclosed is my check for another year’s 
subscription; also several Christmas Gift 
subscriptions. 

“T have read The Magazine of Wall Street for 
many years. Facts and figures to me are like 
Ezekiel’s Valley of Bones, the dry and dusty 
skeletons of the real thing. It remains for 
your magazine more than any other to 
breathe life into these dry bones. 

“T think your Magazine should be read to 
know what is going on in front of our 
eyes, and what goes on behind the scenes. 
Best wishes for your continued success.” 


2 Giits 
At the Price of One 


!. The Magazine of Wall 
Street 1 year (26 issues) $10.00 
—Including Confidential In- 
quiry Service without addi- 
tional cost. 


2. Copy of “How to Make 
Money in the Next Two 
Years”... Value... 2.50 


Total $12.50 
Both for S10 
Saving You $2.50 
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The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker. This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





York Ice Machinery 


On the recommendation of my broker 
I recently bought 100 shares of York 
Corp. common stock at 7%. I know 
a fellow should satisfy himself before 
he makes a purchase but will you be kind 
enough to tell me something about what 
you know and think of the possibilities 
of this company?—V. R. P., Lexington, 
N. Car. 


York Corp., formerly the York 
Ice Machinery Corp., is one of 
the largest factors in the manu- 
facture and installation of in- 
dustrial and commercial refrig- 
eration and air-cooling equipment. 
Normally, the principal demand 
for installation of air-conditioning 
equipment comes from com- 
mercial and residential buildings 
but during 1941 and 1942, the 
application of refrigeration and 
industrial air-conditioning 
tc Army and Naval establish- 
ments, fighting ships and cargo 
vessels, and to industries serving 
the needs of the Armed Forces, 
accounted for most of production. 
The remainder consisted of the 
manufacture of direct implements 
of war and tools and other equip- 
ment essential to war work. On 
June 29, 1942, The York Ice 
Machinery Corp. and its wholly 
owned subsidiary York Corp., 
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were merged to form the present 
company. Its debt obligations 
total $4,951,050, besides which 
it has outstanding 962,046 shares 
of common stock of $1.00 par 
value. 

The company’s balance sheet 
as of September 30, 1942, 
showed total current assets of 
$16,017,088 as compared with 
total current liabilities 
of $5,825,274, leaving net work- 
ing capital of $10,191,614. Cash 
amounted to $1,056,137 while 
notes payable amounted to 
$2,150,000. The book value of 
the common stock was $11.84 per 
share. The company earned $1.11 
per share on the new common 
stock in 1942. For the nine 
months ending June 30, 1943, it 
showed 83 cents per share as com- 
pared with 56 cents in the same 
period of 1942. The company 
stated that it had been discharged 
by the Price Adjustment Board 
of all liabilities under the Renego- 
tiation Act for the fiscal year 
ending September 30, 1942, after 
an investigation had revealed no 
excess profits. 

Expanding sales indicate earn- 
ings of about $1.25 for the fiscal 
year ending September 30, 1943. 
The company is said to be booked 





to capacity and well sustained re- 
sults for the coming year are in- 


dicated. Unfilled orders on June 


30, 1943, amounted to over 
$25,000,000 and since then the 
company has received substantial 
contracts for refrigeration equip- 
ment for new synthetic rubber 
plants. Prospects of this company 
in a post-war period appear fav- 
orable and the stock does not 
appear over-priced around $7.25 
per share. 


Texas Gulf Producing 


As a subscriber I read with interest 
the survey on low priced oils in your 
October 30th issue. I am particularly 
interested in Texas Gulf Producing. 
Have you some information or comment 
re purchase of this stock at the present 
time?—J. J. T., New York, N. Y. 


Texas Gulf Producing Com- 
pany is an independent producer 
of oil and gas, operating prin- 
cipally in the gulf coast area of 
Texas, its main production com- 
ing from the Barbers Hill Field. 
The entire output of this field, 
constituting about 90 per cent 
of company’s total, is sold to At- 
lantic Petroleum Purchasing Cor- 
poration, a subsidiary of the At- 
lantic Refining Company, under a 
contract expiring November 1, 
1945, at average posted prices. 
The company has no funded debt, 
its sole outstanding capitalization 
consisting of 889,606 shares of 
common stock of no par value. 
There has been authorized 50,000 
shares of preferred stock of no 
par value but none of this stock 
is outstanding. 

Balance sheet as of December 
31, 1942, showed total current 
assets of $744,953 as compared 
with total current liabilities of 
$75,177, a ratio of better than 
9 to 1. Cash and U. S. Treasury 
securities amounted to approxi- 

(Please turn to page 200) 
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Looking at Both Sides 


As an argument for the bull 
side, one well-known investment 
advisory organization points out 
that since 1924, or a period of 
twenty years, the Dow-Jones in- 
dustrial average failed on the up 
side to reach or exceed the 130 
level (about where it is at this 
writing) in only four years: 
namely, 1932, 1933, 1934 and 
1942. That is true enough. But, to 
keep the record straight, it might 
be added that at some time within 
thirteen of the past twenty years 
the average has moved substan- 
tially below the 1930 level. To be 
specific, it got as low as 95, or 
lower, in 1924, 1931, 1932, 1933; 
1934 and 1942. It was as low as 
100 in 1935 and 1938; as low as 
110 at some time in 1940 and 
1941; as low as 115 in 1937; and 
as low as 120 in 1925 and 1939. 


December Markets 


The most persistent of all mar- 
ket “habits” has been that of mak- 
ing a low at some time in Decem- 
ber, followed—even in bear mar- 
kets—by a rebound running be- 

ond the year-end. There is at 
east some logic in this. The clos- 
ing weeks of the year are accepted 
as the period for readjustments; 
and, in modern years of high in- 
come taxes, tax-selling has become 
important. The “year-end rally” 
used to be considered as due on 
the basis of re-investment demand 
—financed out of December in- 
terest and dividend receipts, the 
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latter always being largest in the 
final month — or on speculative 
anticipation thereof. In modern 
years the expectation has rested 
more on the lifting of tax-sales 
pressure than on re-investment de- 
mand. But the timing of the De- 
cember lows has been far from 
uniform. Averaging a long period 
of years, the odds have been 
rather strong for a low sometime 
between the second and third 
weeks of the month. But there 


have been quite a few exceptions, 
represented by lows in the first or 
last weeks of December. Many 
more times than not, the Decem- 
ber average low has been lower 
than any level reached in Novem- 
ber—but there have been excep- 
tions to this too. Last year there 
was a modest reaction in Novem- 
ber, with an uptrend throughout 
December. 


Resistance Level 


Both in advance and declines 
the 130-128 level in the Dow in- 
dustrial average has frequently 
proved a stubborn point to pene- 
trate. There was support here 
when the war-anticipation decline 
of the late summer of 1939 cli- 
maxed in heavy volume on the 
first day of the conflict that did 
not become accepted as World 
War II until 1940. There was 
support here again for some time 
on the decline in the autumn of 
1940, following the third term re- 
election of President Roosevelt 
and growing realization that the 
United States would eventually be 
in the war. There was upside re- 
sistance around 130 for several 





“Uskol” is a sixth type synthetic rubber just developed by the U. S. Rubber 
Company for applications where great resistance to oils 
and greases is required 
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weeks last March. Thus, the 130- 
128 area may be one at which the 
market will “kill some time” ; and, 
conceivably, it might wind up, at 
least for this year, the irregular 
retreat that the market has been 
engaged in since last July. But the 
great majority of analysts have 
their fingers crossed as they ‘“‘wait 
to see.” They would feel much 
more confident of this level if it 
should still prevail around mid- 
December. Breaking 128 on vol- 
ume, the next resistance level to 
which eyes of chartists would au- 
tomatically turn would be 122- 
120. 


Merchandising Stocks 


Up to this writing neither the 
department store stock group nor 
the mail order group have broken 
their early August lows. In other 
words, on the general rcaction 
merchandising shares have per- 
formed better than the composite 
market average, just as they also 
advanced more than the market 
on the major rise from 1942 lows 
to the summer high. Superior 
resistance to reaction may provide 
a clue to stocks likely to be out- 
standing on the next important 
market advance. But, before act- 
ing on this clue in the case of 
merchandising stocks, we would 
prefer to wait a while and see 
what happens in the event of fur- 
ther test. Sometimes a previously 
favored group is merely late in 
getting its reaction. For instance, 
“leader” type industrials in gen- 
eral for some time were stronger 
than the market on the reaction, 
but weakened sharply in many in- 
stances on the most recent market 
unsettlement. If present prices of 
most of the investment-type retail 
stocks are compared with 1936- 
1937 bull market highs, one won- 
ders whether the scope for re- 
newed major rise can be so great 
—and whether they have yet come 
down to an adequately solid tech- 
nical base. In the post-war tran- 
sitional period there will be con- 
sumer demand for “hard goods”’ 
as fast as larger supplies become 
available. But volume in general 
merchandise is at record highs 
now and could well suffer an ex- 
tensive shrinkage if employment 
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VARIATIONS IN RECENT EARNINGS REPORTS 

Period Earned per ShareRecent Range 

1943 1942 Price 1943 
Park & Tilford 9 mos. Sept. 30 $3.87 $2.14 50 521%4-17% 
Anaconda Copper 9 mos. Sept. 30 298 3.17 24% 31%-24% 

Sherwin-Williams Yr. to Aug. 31 5.07 7.43 93 100-83 
Atchison 9 mos. Sept. 30 13.86 16.85 51 6714-4434 
Atlantic Coast Line 9 mos. Sept. 30 14.30 16.37 26 38 -24% 
Chrysler 9 mos. Sept. 30 3.91 3.33 7434 853<-675 
Reading 9 mos. Sept. 30 4.48 5.92 1434 225,-143% 
United Aircraft 9 mos. Sept. 30 414 3.55 27% 40 -25% 
Wesson Oil & Snowdrift Yr. to Aug. 31 3.33 1.87 2154 26%-17% 
Pullman 9 mos. Sept. 30 2.25 3.40 35% 40-26% 

Allen Industries 9 mos. Sept. 30 1.08 1.12 93% 11%-7 
Paramount 9 mos. Oct. 2 3.11 3.00 22% 30 -15% 
Sterling Drug 9 mos. Sept. 30 3.23 2.90 61 58% 
United Carbon 9 mos. Sept. 30 3.37 3.23 584% 691%-55% 
Commercial Credit 9 mos. Sept. 30 2.43 2.51 36 44 .25% 
International Nickel 9 mos. Sept. 30 1.49 1.57 25% 36 14-25% 
Thompson Products 9 mos. Sept. 30 6.43 6.29 30 33%-264% 
Bigelow-Sanford 9 mos. Oct. 2 39 3.00 34 385<-2734 
Bohn Aluminum 9 mos. Sept. 30 445 460 42 564-41 
Briggs Mfg. Sept. 30 quar. .68 57 244% 304%-20% 

Brewing Corp. Yr. to Sep*. 30 5.56 4.85 44 45 -20 
International Paper 9 mos. Sept. 30 1:73 FOF 12 13%- 8% 

Scott Paper 9 mos. Sept. 30 1.49 1.69 38 43 -38 
Western Union 9 mos. Sept. 30 5.06 623 42  4934-37% 
Flintkote Yr. to Oct. 9 1.84 1.80 18 221%-153% 











and payrolls decline as much in 
the readjustment phase as many 
economists anticipate. Moreover, 
profit margins per dollar of sales 
are in many instances abnormally 
high now, for a variety of tem- 
porary reasons including emphasis 
on higher-price items, no clearance 
sales, curtailed deliveries and re- 
turns, credit account restrictions, 
fewer sales clerks in ratio to vol- 
ume, etc. Unlike industries that 
are “working for the Govern- 
ment”, here is a field in which war- 
time profit margins appear wider 
than they are likely to be in peace- 
time. It is something to think 
about as one appraises retailing 
shares. 


The Movies 


From their bull market highs 
to this writing the motion picture 
stocks have had the following ap- 
proximate declines: Loew's, 17 
per cent; Paramount, 23 per cent; 
Warner Brothers, 31 per cent; 
Twentieth Century-Fox, 18 per 
cent; RKO, 36 per cent; Columbia 
Pictures, 22 per cent. Usually, the 
more speculative the issue, the 
greater the decline. But on this 
test, Columbia should have de- 
clined more than Paramount, 
without much room for argument. 
We'll keep our fingers crossed. 
Maybe it will yet catch up with, 


or pass, Paramount on the down 
side. Though some will debate it, 
this column likes Paramount bet- 
ter than Twentieth Century-Fox. 
The latter yields nearly 10 per 
cent dividend return at the present 
price, Paramount about 7 per 
cent. Evidently the market con- 
siders Paramount’s dividend the 
more assured of the two. Of 
course, if one is looking for in- 
come from a movie stock, there is 
none in a class with Loew’s, espe- 
cially as regards the back record 
of dividend regularity. This stock 
is now priced on a yield basis of 
nearly 7.5 per cent. As compared 
with the position on August 2, 
when the industrial average made 
a low of 134, all the movies have 
weakened with the market subse- 
quently; but with the sharpest ad- 
verse changes in Loew’s, Warner 
and RKO; while Paramount, 
Twentieth Century and Columbia 
thus far are only modestly under 
their August 2 lows. For a war- 
time period, with radically higher 
corporate taxes, Paramount's 
dividend record in recent years is 
most unusual: 1938, nothing; 
1939, 15 cents; 1940, 45 cents; 
1941, 9O cents; in 1942, $1.05; 
1943, $1.30, with the recent pay- 
ment of 40 cents indicating $1.60, 
at least, on an annual basis. The 
(Please turn to page 212) 
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mately $423,000, or over five 
times total current liabilities. 
Notes payable were completly 
liquidated in 1942. The book 
value of the common stock on De- 
cember 31, 1942, amounted to 
$5.62 per share. 

The company earned 46 cents 
per share in 1942 as compared 
with 36 cents in 1941. In the first 
six months of 1943, it showed 23 
cents as against 21 cents for the 
same period of 1942. The com- 
pany has paid dividends contin- 
uously for the past 7 years and 
last year paid 20 pents per share. 
The price range this year on the 
New York Stock Exchange has 
been: high 65%; low 3%; last 
4%. The stock yielding slightly 
less than 4 per cent from the 20 
cent dividend rate has some ap- 
peal as a low-priced speculation. 
A favorable consideration is the 
fact that output of the company’s 
main property is particularly suit- 
able for production of aviation 
gasoline. 


Farnsworth Television 


Please give me the financial condition, 
capitalization, and rating of Farnsworth 
Radio &* Television. I have not been 
able to get much information on this.— 


M. M. C., Cleveland, O. 


Farnsworth Television & Radio 
Corporation was_ incorporated 
with special charter on December 
13, 1938, under the laws of Dela- 
ware. The company has plants in 
Fort Wayne, Marion and Bluff- 
ton, Indiana. It manufactures 
radio and radio phonograph sets 
and also Capehart Radio phono- 
graphs and is a pioneer in the 
field of television. They created 
the Farnsworth electronic system 
of television, the modern method 
now in general use. This company 
and its predecessors have main- 
tained laboratories for research 
in electronics for the past 17 
years. At the present time, it is 
devoting its production to elec- 
tronic and communication equip- 
ment for war use. 

Record for the years 1939 to 
1941, inclusive, showed a deficit. 


For the fiscal year ended April 
30, 1942, it showed 46 cents per 
share of common as compared 
with 66 cents for the fiscal year 
ended April 30, 1943. Gross in- 
come which amounted to 
$2,964,920 for the fiscal year of 
1940 increased to $26,583,301 
for the fiscal year 1943. Accord- 
ing to the latest available balance 
sheet, the company has no funded 
debt or preferred stock, its capi- 
talization consisting of 1,505,997 
shares of common stock with a 
par value of $1.00. As of April 
30, 1943, total current assets 
amounted to $12,806,261 as com- 
pared with total current liabilities 
of $9,868,861 and net working 
capital of $2,937,400. Cash in- 
creased to $4,346,142 but notes 
payable to banks total $5,149,654 
as compared with only $823,468 
on April 30, 1942. The book 
value of the common = stock 
amounted to $2.73 per share. 

The common stock was recently 
listed on the New York Stock Ex- 
change and has had a price range 
thus far this year on said ex- 
change of: 11%; low 95%; last 
10%. No dividend is being paid 
at the present time. 

On December 31, 1942, the 
company negotiated a new credit 
agreement with a group of com- 
mercial banks, providing for loans 
up to $6,000,000 under Regula- 
tion V-loan procedure. Agree- 
ment runs to December 31, 1944. 

The company has license agree- 
ment with Philco Corporation, 
American Telephone & Tele- 
graph Company, et al. It also 
has license agreement with the 
Radio Corporation of America 
whereby each party acquired the 
right to use the inventions of the 
other in the field of television, 
and in other lines of their respec- 
tive businesses. However, nei- 
ther party acquired any right to 
grant sub-licenses to third parties 
under the patents of the other 
company. In July, 1942, the 
United States War and Navy 
Department entered into a patent 
license agreement with the com- 
pany covering its American 
patents. The license applies to all 
electronic equipment in communi- 
cations and related fields manu- 
factured for the military services 
during the war. 


The company affords a modern 
illustration of the way a business 
can grow out of pure research, 
but it will operate in a keenly 
competitive field after the war 
and earnings potentialities are 
quite conjectural. 

We prefer to buy this stock 
lower than 10%. 


Curtiss Wright 


As a subscriber of your magazine ] 
would like you to advise me on Curtiss 
Wright. Would you advise buying at 
today’s price?—F. W. E., Oak Park, Ill, 


Curtiss Wright Corporation 
earned $1.46 on its common stock 
in 1942 as compared with $3.15 
in 1941. The stock market action 
of airplane companies’ equities re- 
cently has been very unimpressive 
and it is evident that many invest- 
ors are of the opinion that peace 
is imminent and do not care to 
hold equities in this category. In 
the pre-war years of 1936-1939, 
inclusive, the highest this com- 
pany earned on its common stock 
was 39 cents and the lowest was a 
deficit of 17 cents. The common 
stock has had a price range this 
ed of a high of 9%, low 6%, 
asl 7. 

The company paid $1.00 on 
its common stock in 1942 and the 
procedure has been to pay one 
dividend late in the year. It has 
not taken any action on the com- 
mon stock dividend to date but 
should a liberal dividend be de- 
clared we do not think the stock 
will appreciate much from this 
level and do not recomn -nd mak- 
ing commitments in same. If you 
desire to buy a security of this 
company, the $2.00 class “A” 
stock which sold as high as 24% 
this year and is now selling at 
16%, looks much more attractive 
from an income point of view. 
While the dividend is not cumv- 
lative, the class “‘A”’ stock is en- 
titled to $2.00 a year dividend 
before any distribution can be 
made on the common stock. The 
$2.00 dividend rate was well cov- 
ered in 1942, the company show- 
ing $11.34 on this stock. If the 
company only paid $1.00 a year 
on the class “A” stock, the indi- 
cated income yield on the current 
price is approximately 6%, at 
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Though the drop of approximately a point 
in our index of per capita business activity 
during the past fortnight was occasioned 
mainly by the coal miners’ strike, it is doubtful 
if settlement of this disturbing influence will be 
followed in the near future by full business 
recovery to the all-time high record achieved 
a few months ago. 

. . 

With war plant construction near comple- 
tion, non-ferrous metals are now being pro- 
duced in greater quantities than called for by 
present armament schedules, with enough left 
ower to resume production of scarce civilian 
durable goods on a small scale. It is significant 
in this connection that the WPB has just an- 
nounced that it will stop paying premiums on 
topper from marginal mines. 

* * * 

Retail store sales during September were 
6% ahead of last year in value; but registered 
litle change in volume. Department store 
sales in the four weeks ended Nov. 6 were 
only 10% above the like period last year, 
compared with a cumulative increase of 13% 
for the year to date. 

* * * 


Mr. Nathan S. Sachs, president of the Retail 
Credit Institute of America, urges retailers to 


good |ttengthen their credit positions now to fore- 


REETIOVEMBER 27, 1943 


(Please turn to following page) 








The Business 





CONCLUSIONS 


MONEY AND CREDIT—Bank credit 
expansion, with its inflationary impact 
upon commodity prices, wages and 


profits, is fast losing momentum. 


TRADE—September retail store sales 
6% ahead of last year in value; but 


about even in volume. 


INDUSTRY—Business activity recedes 
moderately; but munitions output con- 
tinues to rise without further increase 


in total civilian employment. 


COMMODITIES — Farm products 
price average is probably nearing the 


end of its steep war-time climb. 
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FEDERAL WAR SPENDING (tf) $b Nov. 10 200 1.75 1.82 0.43 M 
Cumulative from Mid-1940 Nov. 10 141.5 13.95 57.1 143 (Continued from page 20!) ll 
stall a collapse of the nation’s distribution chan. |i INDI 
FEDERAL GROSS DEBT—Sb Nov. 10 165.4 165.1. 941 ~—58.2_ | Nels after the war. He points to dangerou || 1 
signs of rapid disappearance of retail capital 
totaling hundreds of millions of dollars formerly 
senshi ar Cis ” i ~— _ — in customers’ accounts. "Money which for gen. (s 
man eposi —_— ivi@S ....... ov. . * . o . . . . ° 
Currency in Circulation —........__—. Nov. 10 19.5 19.4 14.4 10.7 erations has tees eS anon capita 
assets of retail stores has been turned into cash 
and is being spent, lost or reinvested in per. 
BANK DEBITS—13-Week Avge. manent holdings entirely outside of retailing." 
New York City—$b._._. si Nov. 10 49% 490 3.70 3.92 ilies ae 
100 Other Cities—$b....._.._ Nov. 10 7.56 7.51 6.13 5.57 
The Treasury estimates that government bor- 
INCOME PAYMENTS—Sb (cd) Sept. 1254 11.68 1045 8.11 | "Owing during the remainder of the current 
Saleries & Wages (cd) —_____ Sept. 8.68 8.47 7.08 5.56 fiscal year need not exceed $40 billion. A 
Interest & Dividends (cd) Sept. 0.99 0.47 0.89 0.55 | sizeable portion of this will doubtless be fori 6,, 
Farm Marketing Income (ag) —— Sept. 1.94 1.77 1.73 1.21 | refunding purposes according to a recent analy. f Fue 
Includ'g Govt. Payments (ag) —. Sept. 2.00 1.85 1.75 1.28 | sis by the National City Bank. It appears that 





receipts are running at an annual rate of about | 























































































































| CIVILIAN EMPLOYMENT (eb) m| = Oct. 51.9 525 524 502 | $3 billion above budget estimates, and expendi. | 
| Agricultural Employment (cb)........ Oct. 10.7 11.3 10.5 9.0 tures about $15 billion below; so that the indi. 
serene, avcscaneny Had Sept. 16.2 16.2 15.2 13.6 cated deficit for the remainder of the fiscal year 
Employees, Government (Ib)...... Sept. 5.8 5.8 5.5 4.5 | should not exceed $31 billion. By using $10 Md: 
UNEMPLOYMENT (eb) m Oct. 6.7 0.8 7.6 3.9 billion of excess cash now held by the Treasury, Ore 
only $21 billion would be left to take care of, 
FACTORY EMPLOYMENT (ib4) Aug. 170 170 157 141 | Receipts from social security taxes and regular # gis, 
Durable Goods .._.__..__ sc Bh Aug. 230 229 193 168 sales of war savings bonds would cut this figure # Lum 
Non-Durable Goods ..........___... Aug. 122 122 124 120 to $12 billion, a considerably smaller sum than ff Pap 
FACTORY PAYROLLS (Ib4) July 315 317 243 189 raised in the Third War Loan Drive. 
so 8 Hid 
FACTORY HOURS & WAGES (ib) : — 
Weekly Hours Aug. 45.0 444 43.0 403 The Bank concludes that Treasury requirements ac 
Hourly Wage (cents) ..__... Aug. 96.5 96.3 87.0 78.1 for the balance of this fiscal year can be met Dep't, 
Weekly Wage ($) ...........--___—. Aug. 43.43 42.76 37.38 32.79 | without further borrowing from commercial “we 
banks, with its inflationary creation of new ag 
PRICES—Wholesale (ib2) Nov. 6 102.9 102.8 99.7 92.2 deposits; and it may be that cash needs there- 1923-5 
Retail (cdlb) Aug. 133.4 133.9 126.0 116.1 after can be financed out of taxes and savings. §-—— 
* * * = 
No. of 
COST OF LIVING (1b3) — 123.9 123.4 117.8 110.2 Should these expectations materialize, it would a 
Food ept. 137.4 137.2 126.6 = 113.1 seem that we are approaching, but probably 
P ' 13 Ce 
— a 132.5 129.6 one ane have not quite reached, the peak in bank credit §—— 
: 7 expansion with its inflationary impact upon 3 Agr 
dity prices and business profits. 1% 
RETAIL TRADE pga “9d 
Retell Stare Geles 00) >... Sept. 51.8 4.92 484 457 Aut 
Durable Goods _............. eae Aug. 0.76 0.78 0.85 1.07 Cash dividend | i d- 
Non-Durable Goods _....____... Aug. 4.15 4.16 3.77 3.47 | in th = ssid nie oat wit . ~~ 
Chain Store Sales (cea) —.....____... Oct. 181 179 181 151 = e Commerce Department, totaled $300.6 93 Baki 
Dept. Store Sales (rb) (1) Oct. 145 132 128 116 million, or $3.8 million ahead of last year.) Busi 
Dept. Store Stocks (rb2) _.._. Sept. 110 114 125 95 | Government estimates place total corporate oss 
= profits after taxes this year at $8.55 billion, the e 
petra ae : os , largest on record. This compares with the two : . 
ew Orders (cd2)—Total _....__ ept. 75 264 212 i “ a sllion i 
Durable Goods .._.. pete ee Sept. 423 406 390 265 aepeoetl —_ ~~ “o- wore = ' Cop 
Non-Durable Goods —....__.. Sept. 192 191 183 imi *" : ition in 1917. Compared with 192i Da, 
Shipments (cd3)—Total .._. Sept. 261 258 224 183 | however, the estimate for 1943 looks for divi Bb Dep 
Durable Goods ....... eee 4s Sept. 356 354 283 220 | dends of only $4 billion and “retained net in- §5 Druc 
Non-Durable Goods —.__. Sept. 187 183 177 155 | come" of $4.55 billion against $5.93 billion and — 
$2.16 billion, tively, in 1929. os 
BUSINESS INVENTORIES—$b een eee 1 Foo 
End of Month (cd)—Total Sept. 27.8 27.6 29.0 26.7 * * 8 4 Furn 
Manufacturers)... aA: Sept. 17.7 17.6 17.4 15.2 } Gole 
Wholesalers’ Sept. 3.9 3.9 4.2 4.6 In a recently released study on post-war 6 Inve: 
Retailers’ Sept. 6.2 6.1 7.4 6.9 international trade, the Commerce Depart [= 
— 
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Latest Previous Pre- 
Wk.or Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
SINESS ACTIVITY —i—pc Nov.6 126.7 1278 17 1182 
anv) og oe eng a an _ in 6 153.4 154.7 142 139.5 ment recommends that: (!)—High tariffs and 
quota restrictions should be removed so far as 
on chan. | INDUSTRIAL a (rb3) =. Pe a 208 bie practicable; (2)—American capital should be 
Durable Goods, Mfr, ..........-...-—- ept. 6 299 15] invested abroad directly, in partnership with 
angerous ’ p 
copii Non-Durable Goods, Mfr. Sept. 177 77 lol 1411 native capital; (3)—Wartime controls in the 
formerly Il sfEEL INGOT PRODUCTION U. S. should be continued until the supply of 
for on (st) me Oct. 71.79 7.49 758 6.96 | goods renders them unnecessary. 
capital Cumulative from Jan. | —.-.....___ Oct. 74.08 66.29 71.55 75.69 ‘gene 
nto cash 
in per. ol Ly alle Nov. 6 4.414 4,453 3,762 3.369 A thorough job of housecleaning under meas- 
stailing." ure (1) would permit imports and exports to 
INGINEERING CONSTRUCTION Sie: ti 3 balance naturally without resort to the dangerous 
“ein Yer — jo Pay 1 2 = 2 _ one bpd artifact of a unilateral flow of capital which, 
ynt bor. |p Cumulative from Jan, | _..____ ‘ : : ‘ : experience pfoves, can have disastrous conse- 
" “a MTROLEUM—bbis. m quences—economic and political. 
_ Crude Output Daily ....__..__ Nov. 6 4.39 4.38 3.84 4.11 eee 
; be for ll Gasoline Stocks _ 6 68.70 69.30 76.34 87.84 
nt analy: | Fuel Oil Stocks ov. 6 63.55 63.84 79.06 94.13 But removal of artificial restrictions u f 
. ¢ pon for- 
ears that Ij Heating Oil Stocks Nov. 6 “an “5 “NN US eign trade would have to be gradual; since 
of about CARLOADING en 6 755 884 830 833 wages and commodity prices are higher here, 
expendi. Grain Nov. 6 56 58 42 43 | and have risen faster, than in most other indus- 
the indi: Coal Nov. 6 42 146 163 150 | trialized countries. In England, for example, 
scal year i Manufacturing & Miscellaneous __. Nov. 6 = 396 409 388 379 | factory wages now average less than half the 
ing SU Eatde. LC. L. Nov.6 105 107 91 156 ' ; 
g . hourly rate in America. The alternative would 
Ore Nov. 6 73 77 67 36 
Treasury, be a renewal of competitive devaluation of 
care of, GENERAL currencies. 
1 regular f Bituminous Coal Prod. (st)m —| Nov. 6 2.90 9.88 11.38 10.80 pila: 
his figure | Lumber Production (bd. f¢.)m —__ Nov. 6 588 583 672 632 w , 
en tend tee Ode tt han é 172 144 158 165 Wage boost recently awarded to coal miners 
Soft Coal Stks., End Mo. (st} m .... Sept. 72.9 75.3 87.3 61.8 will add an estimated average of 30 cents a ton 
Lumber Stks. (bd. ft.) b ................ Sept. 7.6 7.6 10.0 12.6 | to cost of coal. 
Hide & Leather Stks. (hides) m .... Sept. 9.5 10.0 12.6 14.0 
uirements ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cbh—Census Bureau. cd—Commerce Dep't. ed?2—C 
1 be met @Dep't., Jan., 1939—100. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't. index (1935-9—100) pares rye oa PS - aie 
tata. en—Engineering News-Record. 1!—Seasonally adjusted index, 1923-5—100. Ib—Labor Bureau. Ib2—Lebor Bureau. 1926—100. Ib3— 
nmercial “te ; 3 
f labor Bureau, 1935-9—100. Ib4—Labor Bureau, 19397—1!00. m—RMillions. mpt—At Mills, Publishers & in Transit. np—Without compensa- 
of meV Hiion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 
ds there- §1923-5—100. rb3—Federal Reserve Board adjusted index, 1935-9—1!00. st—Short tons. +—Thousands. tf—Treasury & R. F. C. 
dati THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
' No. of 1943 Indexes (Nov. 14, 1936 Cl—100) High Low Nov.13 Nov. 20 
_ it would Bisues (1925 Close—100)......... High Low Nov.13 Nov.20] 100 HIGH PRICED STOCKS... 68.01 52.87 60.24 61.16 
— 13 COMBINED AVERAGE... 89.9 545 73.4 76.1 | 100 LOW PRICED STOCKS... 88.00 43.61 67.29 70.82 
nk cre : 
act upon } Agricultural Implements..._™_ 156.5 105.2 134.1 135.2 3 Liquor (1932 Cl—100).... 302.5 197.1 282.9 285.3 
9 Aircraft (1927 Cl—100)..._. 179.2 118.6 118.6e 122.4 8 Machinery 111.6 82.6 97.7 101.0 
5 Air Lines (1934 Cl—100)_ 560.3 363.1 427.9 446.3 2 Mail Order 9 61.8 80.8 83.0 
5 Amusement ..............- 78.4 40.2 60.2 63.5 3 Meat Packing gine . 62.0 34.9 49.1 52.8 
lt Automobile Accessories _.._ 142.1 83.0 107.0 110.2 10 Metals, non-Ferrous __... ance: | ROD 106.8 119.9 121.0 
r, accord Bi} Automobiles... .n.n----— wos OUD G7 15.5 15.4 3 Paper 13.5 9.0 1.9 12.4 
led $300.6 83 Baking (1926 Cl—100)..._—‘115.0 8.5 12.4 12.5 2! Petroleum 141.4 86.9 116.9 119.9 
last year.) Business Machines... == 197.1 129.4 161.4 165.7 (8 Public lech _ 58.1 23.2 43.6 48.1 
corporate 2 Bus Lines (1926 Cl—100)_. 96.6 54.971 86.7 3 Radio (1927 Cl—100)____. ~ ee 12.1 19.1 20.1 
icy, the 3 Chemicals 194.7 153.5 1686 ‘170.1 7 Railroad Equipment ...... 57.4 32.1 44.1 45,9 
illion, ii _ 38.0 23.3 31.0 31.6 17 Railroads 18.6 9.8 13.1 13.8 
1 the , ete a 240.4 177.1 217.7 = 216.0 2 Shipkatding: ~ 106.1 66.5 68.5 66.5d 
nin 1929 Be Copper & Brass... een _ 825 63.1 63.1la 63.6 le caller ae are 1978 296.3 299.2 
with 1929, 8) Dairy Products... — 405 29.7 37.5 38.2 Oe Ae IY siicitenistirarsienincens ~ We 57.6 64.7 67.2 
for divi ib Department Stores .............- See 15.4 26.7 27.8 2 Sugar 47.2 32.2 36.8 40.6 
,d net inf Drugs & Toilet Articles........ 89.6 50.9 76.7 79.8 2 Sulphur 196.2 165.5 165.8 165.5 
‘llion and ft Finance Companies 237.3 152.6 2085 210.4 3 Telephone & Telegraph.......... 114.4 67.0 101.4 107.4 
b Food Brands ...-........-----.------ . tah? 85.5 117.5 118.7 3 Textiles 56.7 33.7 443 46.6 
2 Food Stores .............-.---—---- . 47.8 37.7 455 45.3 3 Tires & Rubber... = 2 16.5 23.3 245 
i ee eer nae 63.5 35.0 53.7 55.1 4 Tob 67.7 52.2 57.8 58.2 
§Gold Mining ..............-.-.-- 1000.7 610.3 819.3 852.1 2 Variety Stores psa 233.8 182.4 2143 214.6 
post-war f6 Investment Trusts —...._.._....... 39.1 22.7 31.2 32.3 20 Unclassified (1942 Ci—i00) 190.0 100.0 143.3 151.3 
Depart i" 
sili New LOWS since: a—1942; d—1939; e—1938. 
ws 
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Trend of Commodities 


Though December wheat rose to a new 14-year high in 
response to unfavorable weather in the West and South- 
west, the Labor Bureau's average of 7 domestic farm prod- 
ucts shows a 1%, recession since our last issue. Commodity 
markets are relatively firmer than the stock market; but 
both are in a reactionary phase stemming from a belief 
that inflationary forces are losing momentum, despite the 
highly vocal efforts of labor and the farm bloc to reach yet 
higher ground before the inevitable retreat. Domestic 
stocks of wool are nearing the billion pound mark; substan- 
tial inventories are becoming available for industrial pur- 
poses from foreign sources; while military procurement of 


woolen goods is slowing down. It is thus scarcely surprising 
that the WPB is considering proposals to end wool us 
curbs. U. S. stocks of cotton at the end of October wer 
only a trifle lower than a year ago; but mill takings are of 
about 15%. The Agriculture Department predicts that 
post-war need for cotton will be large; but actual purchase 
substantially below supply. "Europe will be plagued not 
only by low purchasing power but by textile mills smashed 
by retreating Nazis if not by Allied bombs." If UNRRA; 
quota of 1% of the national income for foreign food relie! 
is not exceeded there will be no post-war food shortage in 


the U. S. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. Me. 3 Me. 6Me. f Yr.Dec. 6 
Nov. 13 Ago Ago Ago Ago Ago (94! 
28 Basic Commodities__. 177.8 178.3 178.3 177.1 176.3 170.2 156.9 
11 Import Commodities 167.5 168.0 167.2 167.4 167.7 162.5 157.5 
17 Domestic Commodities 184.8 185.4 185.9 183.7 182.1 175.4 156.6 





COMMODITY FUTURES INDEX 
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DOW JONES 
COMMODITIES INDEX 




















Average 1924-26 equal 100 


1943 1942 1941 1940 1939 1938 1937 
. 94.56 88.88 84.60 64.07 64.67 54.95 82.44 
55.45 48.74 46.50 45.03 52.03 


———— 88.45 83.6! 


Date 2 Wk. Mo. 3 Me. 6Me. ! Yr.Dee. 
Nov. 13 Ago Ago Ago Ago Ago !94l 


7 Domestic Agricultural. 212.1 214.7 217.7 211.3 206.4 187.8 163 
12 Foodstuffs 203.5 204.1 204.9 201.4 200.7 191.8 16%. 
16 Raw Industrials 160.5 161.0 160.5 160.6 159.9 155.5 148 


SPOT COMMODITY INDEX 


SEPT. 





OcT. NOV. 














MOODY'S INVESTORS 
SERVICE INDEX 
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15 Commodities, December 31, 1931, equal 100 


Copyright by Moody's Investor Service 

1943 1942 1941 1940 1939 

Salon 2 ee .. 249.2 239.9 219.9 171.8 172.3 
Low 240.3 220.0 171.6 149.3 138.4 


1938 1% 
152.9 22 
130.1 | 
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the Story Behind the Liquor 
Boom 





would gain only 
jightly from the ownership of 
icts Re: the whiskey. 

sued However, by selling the whis- 
smashedfiey to the stockholders, not only 

UNRRA;fdoes the company not have to 

>od reliefpay any income tax on the trans- 

ortage inpaction, but the stockholders as 
yell are exempted from any in- 
come taxation, until such time as 
the acquired whiskey is sold. 
Even at that time the security 
holder will be subject only to 
pital gains taxes on the profits. 
If held over six months, the capi- 
tal gains tax would be only 25 
percent. The increased value of 
the stock under such an arrange- 
ment becomes very apparent. 
This phenomenon of dividends 
it kind and merchandise purchase 
nights, while not novel, certainly 
i’ very unusual and spectacular. 
That they are geared to today’s 
whiskey shortage adds great al- 
lure to the declarations and rights 
and attracts a number of security 
buyers such as liquor retailers, 
wholesalers, and other indepen- 
ent distillers who would not un- 
der normal circumstances, pur- 
hase any of these equity secur- 
ities. This added buying pressure 
as been the single most impor- 
ant factor in the sharp upward 
movement in the prices of a num- 
ger of company securities. 

4 Clearly, then, the current de- 
wand for whiskey company 
tocks must be regarded purely 
$a wartime occurrence resulting 
om conditions within the whis- 
ey industry which could not have 
ken foreseen even as recently as 





” has developed in the 
ace of a general market price de- 
line is all the more remarkable. 


On the other hand, it is proper 
0 sound a note of caution as re- 
ards speculation in the shares 
f the large companies that aim 
) stay in the liquor business for 
he duration and thereafter— 
wal 1National Distillers, | Schenley, 

_ Wistillers-Seagram, Hiram 
938 Walker, Gooderham & Worts. 


9 2 ‘i SEMEN SORE 
301 | They will pay no liquidating 
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bonanzas to shareholders, and 
their prospects certainly are not 
devoid of uncertainties. Since the 
ratio of inventories to sales has 
become such a key factor for the 
future, it may be noted that in 
this respect Schenley appears to 
be in the best position. However, 
there are compensating points of 
strength in the position of the 
others, notably National Distil- 
lers—and many opportunities for 
adjustment and expansion, par- 
ticularly as represented by plans 
for aggressive diversification in 
non-whiskey and even non-bever- 
age lines. 





Secondary Stocks 
Versus 
Leaders 





(Continued from page 191) 


is selling well under its book value 
but most of them are at prices 
only a little above it and only 
three are above double the book 
value figures, and they only a bit 
above double it. In the matter of 
book values, earnings have long 
taken a more important place in 
the market with the leading 
stocks, but have often been given 
more attention among the second- 
ary issues by investors. 

The relationship of market 
price to net current assets is even 
more pronouncedly overlooked in 
the market leaders. One of them 
is at a price about 9 times the net 
current assets per share, another 
is 714 times and a third is 5% 
times it. Two of them are at 
prices which are below the net 
current assets per share, again 
being the two steel stocks. In the 
secondary group, the highest ratio 
in this comparison is about 3%4 
times the net current assets per 
share in the recent market price 
for the stock, with two in that 
ratio, but the others are at prices 
nearer to the current asset worth, 
and two of them are below it. 

A conclusion which can be 
drawn from a consideration of the 
above facts and the figures in the 
table is that leaders in the stock 
market may often be out of line 
with their relative statistical 
worth when compared with many 
secondary stocks offering greater 
values if selected with care. 


NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Amer- 
icans. This is numher four of @ series. 
SCHENLEY DISTILLERS CORP., 
NEW YORK 


Leatherneck 
Writes to His Dog 


Dear Old Pal: 

You know, I’ve been wondering. 
When a guy’s out here, a long way 
from home, he does a lot of thinking 
and a lot of wondering. 

I’ve been wondering if Mom ever 
reads you any of my letters. Or may- 
be Mom, not knowing dogs like I do, 
sort of has it in her head that you 
wouldn’t understand if she did read 
them to you. But I know different. 

I’ve been wondering about some- 
thing else, too. I’ve been thinking 
that this selective service thing doesn’t 
go far enough. When a guy like me 
has got a dog like you, they ought to 
let us team up. I’ve been in a couple 
of spots lately where I could have used 
you... and how! And you would 
have loved it because you sure are fond 
of the gun! 

And talk about fox holes! Gee, I’ve 
been in a lot of ’em lately, and when 
I get out of ’em, I don’t always pick 
up the “scent.” That’s where you’d 
come in... with a nose like yours. 

I’ve made up my mind to one thing. 
If ever I ran a war, I’d fix it so that 
pals like you could go along, because 
what’s the use of having a lot of fun 
and excitement (and, believe it or not, 
plenty of beef) when you can’t share 
it with your best pal. 

Well, I’ve got to be a little careful 
what I write you because the censor 
reads all these letters, so take good care 
of yourself and guard the old home- 
stead. Don’t let anybody pull off any 
funny business while we guys with the 
tin hats are away. 

And whatever you do, don’t eat too 
much; stay in condition because this 
shindig is going to be over one of these 
days, and then I'll lay down this rifle 
and pick up the old scatter gun, and 
go out with you—just the two of us— 
and do some shooting that don’t do 
too much harm. 

So long, old meat dog. I’ll be seeing 
you. 

Your friend, 


Jack. 


P.S. Tell that fancy bench dog up the 
street that this is no place for him. 
You can’t get very far in this man’s 
war, being gun-shy. J. 











Remarkable Advances in 
Glass 


(Continued from page 195) 
leading maker of plate and safety 
glass and largest producer of win- 
dow glass was hard hit by the sus- 
pension of automobile production 
and restrictions on_ residential 
building but with the return of 
peace both these fields should of- 
fer exceptional opportunities. The 
automobile industry normally ac- 
counts for 60% of the company’s 
sales and prior to the war, it had 
a contract to supply the glass for 
allGeneral Motorscars. Through 
ownership of the Plascon Co., the 
company has an important stake 
in the plastics industry. 

To offset the loss of normal 
business, plant facilities have been 
adapted to the manufacture of 
special glass, notably optical and 
precision glass, and other mate- 
rials for war purposes. Thus war- 
time earnings, after an_ initial 
sharp dive, recovered materially, 
with net for the first nine months 
of this year amounting to $1.10 
versus 43¢ last year. One of the 
company’s most important war- 
time undertakings is the fabrica- 
tion and assembly of airplane 
enclosures such as_ windshields, 
cabins, canopies, gunners’ turrets 
and bomber noses, also bullet-re- 
sisting glass and the fabrication 
of Plexiglass and plastics parts 
under an agreement with the firm 
of Rohm and Haas Co. 

One of its most promising 
peace-time developments is the 
aforementioned Thermopane, a 
multiple-glazed insulating unit of 
glass and metal construction which 
after the war should find vast 
application in building construc- 
tion. The company’s war-time ac- 
complishments mean that it will 
be in a position to supply a wide 
range of shapes and types of 
glass for a great variety of prod- 
ucts when they are again being 
made for the civilian market. 
Prior to the war, it was successful 
in establishing glass as a superior 
material in such consumer prod- 
ucts as refrigerators, stoves and 
other household equipment. New 
opportunities will lie in this direc- 
tion and the company is planning 
aggressive promotion in these and 
other fields, including the post- 
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war aviation market, housing and 
commercial construction. 


While the war initially proved 
a serious blow to the flat glass 
makers, it was a windfall for the 
glass container industry which fell 
heir to a substantial volume of 
container business diverted from 
the can manufacturers because of 
priorities and the shortage of tin. 
Ever since the start of the war, 
Owens-Illinois Glass Co., leader 
in the field, has been enjoying peak 
sales and earnings with 1942 net 
amounting to $3.46 per share 
against $3.40 in 1941, an excel- 
lent showing considering the 
heavy war-time taxes. The com- 
pany’s strong basic position and 
promising long-term outlook im- 
part the stock particular appeal. 
Through its interest in Owens- 
Corning Fiberglas Corporation, 
the company participates in the 
future and development of glass 
fibre the promising prospects of 
which were described before. Re- 
search, development and _ engi- 
neering are occupying an increas- 
ingly important position in the 
company’s current activities and 
particularly in connection with its 
ambitious program for the future. 
In 1941, research expenditures 
came to no less than $1.27 mil- 
lion. 

The management fully expects 
that the industry will be able to 
retain a goodly part of the war- 
won container business and is 
bending every effort in that direc- 
tion. Recent retirement of $2.50 
million of debentures leave the 
company completely free of fund- 
ed debt which in 1937 amounted 
to $15 million. The fiberglass sub- 
sidiary has developed, among 
other things, a new fire-proof 
structural insulating material and 
is making other materials which 
have found wide application in 
numerous industries. In its own 
field, Owens-Illinois pioneered in 
the development of automatic 
bottle-blowing machinery and re- 
lated equipment along with the 
manufacture and commercial ad- 
aptation of glass building blocks 
and glass wool insulation. How- 
ever, main activity is still the 
manufacture of bottles, its output 
of this and other glass containers 
representing over 35% of total 
domestic production. 
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From an investment viewpoint, 
it must be noted that most glay 
equities today are selling at rath. 
er high price-earnings ratios, a 
shown on the accompanying table, 
with dividend yields relatively 
small, which indicates that future 
prospects are fairly well discount. 
ed at present price levels. Those 
interested in stability of earning 
and dividends, however, may find 
them well worth attention when.§ 
ever yields should widen on mar. 
ket setbacks. 





The Growth Promise 
in Canada Dry 





(Continued from page 196) 
of the preferred stock, previously 
filed with the SEC, and postponed 
the sale due to general conditions, 

The rapid increase in the com. 
pany’s business, which began in 
1935, appears due not only to 
improved economic conditions but 
to policies developed by the new 
management installed in 1934. 
Prices were cut and the large bot. 
tle introduced. In the eight years 
following 1934, sale of car 
bonated beverages increased over 
400 per cent, and net dollar sales 
158 per cent. The number of soft 
drink plants was increased from 
nine to twenty-two (including 
four in Canada) witha total daily 
bottling capacity of 1,235,000. 
Over three-quarters of the U. 5. 
capacity is in the east (New York, 
Connecticut, Massachusetts and 
Pennsylvania) while remaining 
plants are located in Illinois, Calif; 
fornia, Georgia, North Carolina, 
Texas and Missouri. The intro. 
duction of a five-cent bottle offy 
ginger ale in 1941, with the 
‘“Handi-Pak” six-bottle container, 
helped to stimulate sales. 

While ginger ale remains the] 
leading line of products, the Com- 
pany has done very well with it 
cola drink (Spur) introduced i 
1940 into an apparently over 
crowded field and now ranking 
fourth among the leaders. Fol 
lowing the example of Coca Cola 
over 159 independent bottlers 


have been licensed. Canada Dryfpare: 
sparkling water (‘‘pin-point catfliquo 
enjoys the  largesfconti: 


bonation”’ ) 
sales of any product in its field. 


Direct-to-dealer sales, in plattftion 
of the previous policy of distribv-flong- 
















































ewpoin, ftion through jobbers, has con- 
st glay tributed largely to the rapid 
at rath. ggrowth of sales. Moreover, by 
itios, ay reducing prices the company was 
1g table fable to extend its retail markets 
clatively § to include (in addition to grocery 
t future fand delicatessen stores) factories, 
liscount. §gas Stations, candy stores, amuse- 
. Those fment parks, etc. 
earnings Canada Dry’s outlook for next 
nay findfyear appears favorable. The in- 
n when.§crease in the sugar quota from 
on mar.§70 per cent to 80 per cent of 1941 
use will permit more production 
or civilians. The scarcity of 
lise frowns (bottle caps) is being met 
by greater use of large-size bot- 
_____ fitles, and reuse of crowns. Bottle 
purchases are being restricted to 
196) 6; per cent of the 1942 rate but 
eviousl Iles to the armed forces, being 
stponed quota-free, are maintaining sales 
ditions. fat a high level. 
he com The “hard liquor” division is 
egan infaflected by the same difficulties ex- 


oa —— by other companies. 
tons but#However, imports of Scotch have . 2 . 
the new been well maintained and profit Bull Session in Bizerte 
l ‘Imargins continue excellent. 
rge bot. The postwar outlook will de- “Hear that old side-show music? You products now off the market because 
ht years$pend principally on consumer pur- nn Pay Bc eo a of war’s vast appetite for steels. 
. . . cou . -@-G- eee . 
. 4 ‘ chasing dete expected what’s going on back home. jes = . e ° 
ed OVE remain excellent following tem- you think it will be like when we get back? ; 
lar salefporary readjustment to a peace ... Will they have jobs for us? ...” WHEN PEACE COMES .. . Armco 


Special-Purpose Sheet Steels will 


Letters from the boys in the service again be used in household products 
show they’re doing a lot of serious and industrial equipment. There will 


r of softfeconomy. As indicated by the lo- 
-d_ fromfation of its plants (largely in the 


a rast) the company has large _ thinking and talking. . . . About the be grades for practically every pur- 
al dallyftntial growth through extension kind of America they’re fighting for. Pose — with special properties, spe- 
»35,000.fof domestic markets. Establish- About their prospects when they come cial finishes and special coatings. 
ie U. Siment of new plants in the west hasne They will be ready to do their impor- 
w York, and south should permit further A scarcity of jobs after this war "nt tasks in post-war America. The 
tts and savings in freight costs. Sale of would bring hardships to millions of American | Rolling Mill Company, 
mainingiyrups to the drug store market American families. Industry realizes 2731 Curtis Street, Middletown, Ohio. 
1S, Cal: isan important field for develop- this, and even now is actively planning 

‘arolinafment. There should also be good jobs for our fighters and war workers MODERN 

e intro-fpossibilities in the foreign field when the war is won. SS 

ottle olfwhen international trade is re- Many of these jobs will be filled ARE SHAPING 

ith thefopened. through making millions of peacetime YOUR FUTURE 


ntainehi Lifting of restrictions on bottle 
towns and sugar, together with 
ins thtflessened transportation difficulties, 
1e Comfshould reduce costs, though on 
with itsfthe other hand promotion expense 
luced itfmay increase as civilian sales are 
y overfubstituted for army and navy de- With net income before taxes any postwar reduction of the tax 
rankingimands. over twelve times as large in 1942 burden would greatly _ benefit 
Canada Dry sales, despite their as in 1936, the present price of — stockholders. Assuming that the 
ca Cola, fapid increase in recent years, are the stock (about the same as the latest quarterly payment of 25 
bottless§still relatively very smail as com- average price level of 1936) does cents is continued, the resulting 
da Drfpared with U.S. expenditures for not reflect the important gains ac-__ yield of 4.66% reflects a fair aver- 
int car liquors and soft drinks. With complished in the intervening six age common stock yield, while the 
largest ‘ontinued sound management, ex- years. Last year the amount paid _long-continued plowing back of 
field. ftension of markets and introduc- in federal and Canadian income earnings should eventually bring 
in plaction of new products, further and excess profits taxes was about rewards to stockholders in more 
dJistribu-flong-term growth seems assured. $2.33 a share, so that obviously — liberal payments. 
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The Rubber Industry 
After the War 


(Continued from page 189) 
par value common stock. The 
preferred is convertible on a basis 
of one share of it for 34 share of 
common (for common at $75 a 
share) until October 1, 1946. 
The call price on the preferred is 
110 until October 1, 1946, then 
at 105. In past bull markets, 
Goodyear has not had as good 
swings as Goodrich, nor nearly 
as good as U.S. Rubber. If earn- 
ings in 1943 and in the future, 
come up to expectations, there 
may be a basis for a decided im- 
provement in its market position 
in some future strong market. In 
the first half of 1943, Goodyear 
earned $4.82 a share and the sec- 
ond half year is expected to be 
about as good. 

Firestone Tire & Rubber com- 
nion stock has many market fol- 
icwers, but the stock has not had 
the market action nor the at- 
tention equal to the other three. 
It is, none-the-less, in a very 
strong statistical position. For 
the ten years through 1942, it had 
a better average net per share 
than the other three, and it was 
one of the first to pull out of 
the 1930-1933 depression, with 
net earnings in 1934 and good 
results in every year thereafter. 
The company operates in a num- 
ber of foreign countries and has 
developed business in the past few 
years in several parts of South 
America. This company, differ- 
ing from the other leading ones, 
did not have to make large write- 
offs because of the loss of its 
normal supply of natural rubber, 
as it owns large plantations in 
Liberia, Africa, which produced a 
considerable amount of rubber in 
the past two years. Firestone did 
make a small write-off of some 
properties in the Far East which 
were taken over by the Japanese. 
Several new areas for growing 
rubber trees have been under ac- 
tive development by this company 
in various parts of Central Amer- 
ica. Besides these activities, it 
has been a leader in recovering 
used rubber and it developed a 
nationwide recapping service for 
worn tires. 
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Firestone was one of the first 
to get into active production of 
synthetic rubber in the Winter of 
1942. The company did not show 
as large net per share in the first 
half of 1943 as the other three 
named above, with $2.60 a share 
on the common, but it was in line 
with the others in the two preced- 
ing years, reporting $7.80 a share 
before reserves and $4.37 after 
them in 1941, and in 1942 had 
$6.59 a share net on the common 
before special reserves and $5.04 
a share after their deduction. 
Firestone has $48,000,000 fund- 
ed debt, 454,129 shares of $100 
par value 6% cumulative pre- 
ferred and 1,930,811 shares of 
no par value common. The pre- 
ferred is callable at 105. Divi- 
dends on the common have been 
paid for many years without omis- 
sion. For several years, the rate 
has been $1.50 a share. The 
financial position has been strong, 
with working capital above $92,- 
000,000. The book value of 
Firestone common is second in 
ranking to Goodrich. 

Lee Rubber & Tire common is 
the best of the secondary com- 
panies, with General Tire & Rub- 
ber and Dayton Rubber Manv- 
facturing among others of the 
smaller companies with a good 
position and market possibilities 
for the long pull. The statistical 
position of these three is shown 
in table II. 

Lee Rubber had some net earn- 
ings in every year from 1932 on. 
and in recent years has had a high 
rate, with $2.50 a share for the 
first half of 1943, $5.39 for 1942, 
$6.19 for 1941, all being fiscal 
period, with the year ending Octo- 
ber 31. With the 1943 report 
partly estimated, for the past five 
years, average net a year has been 
in excess of $5 a share. Divi- 
dends have been on a liberal scale, 
with $2.25 to $2.50 a share a 
year starting in 1938, also some 
small distributions in new stock. 
The working capital and equity 
per share figures are also high in 
relation to recent prices for the 
stock. 

This stock appears to have 
teen somewhat behind its true 
statistical worth in past bull mar- 
kets, for the best figure reached 
in 1937 was 277% and it made a 





higher figure than that in several 
succeeding years, while in 1943, 
it made a record high at 39%. 
Even that figure does not seem to 
fully cover its worth on earning 
power, book value and possible 
future growth. Lee specializes 
in replacement business, and that 
is likely to be a very active one 
after the war because of the huge 
numbers of cars and trucks which 
have not been able to get new 
tires during the past eighteer 
months. The company also has a 
considerable amount of business 
in mechanical and industrial rub. 
ber goods. It has no bonds and 
only one class of stock of which 
241,509 shares of $5 par value 
are outstanding. 

Dayton Rubber Manufacturing 
Co. was one of the pioneers in 
making modern types of tires, 
making the first low-pressure tire 
about 1923. It still makes tires 
and tubes but has developed a 
number of other activities for 
which it has obtained a growing 
demand, including transmission 
-elts, textile machinery parts, 
printers rollers and a number of 
cther industrial products. The 
company pioneered in synthetic 
rubber and produced the first 
100%-synthetic tire in 1934. 
Some of its regular products long 
before the war started were made 
entirely of synthetic rubber. Day- 
ton has had a good earnings rec: 
ord, showing better than $2.00 4 
share every year starting in 1936. 
The company has no bonds, with 
about $1,000,000 in bank loans. 
There are two classes of stock, 
with 46,318 shares of $35 par 
$2 preference stock and 176,839 
shares of $1 par common. The 
preference stock is callable at $35 
«share. As of October 31, 1942; 
the current assets of the company 
were $3,805,233 in excess of cur- 
rent liabilities. 

General Tire & Rubber Co. is 
principally a producer of tires 
and tubes, but has some business 
in mechanical goods. The con- 
pany has been mostly interested 
in the replacement field, selling 
through dealers and through Pure 
Oil Co. service stations. Among 
other activities is the ownership 
of the Yankee Network, a radio 
broadcasting chain. Earnings 
have been above $2 a share each 





THE MAGAZINE OF WAiL STREET 





yeat 
past 
mon 
$2.1 
the 

ber 

ures 
com 
func 
of 6 
are 

and 
of $ 
be si 
cons 
par 

fisca 
stro: 
ing 

$4,9 
$10, 


pear 
stocl 
thou 
a WI 
pres 
Pon 
ing. 
pani 
tive. 
in : 
Mill 


issue 


(( 
ings, 
equii 
of t 
earn 
tiati 
ify 1 
repa 
are n 

D 
sells 
whic 
shar 
mate 
shoy 
Past 
denc 
burs. 
of 8 
mak. 
year. 
ona 
in 
Unli 


try, 


NOV 












several 

1943, 
39%. 
eem to 
arning 
ossible 
cializes 
id that 
ve one 
e huge 
; which 
et new 
ghteer 
» has a 
usiness 
al rub- 
ds and 
which 


- value 


cturing 
eers in 
"tires, 
ire tire 
25 tires 
yped a 
es for 
rowing 
mission 
parts, 
iber of 
The 
mthetic 
e first 

1934. 
‘ts long 
e made 
. Day- 
los rec: 
52.00 4 
1 1936. 
Is, with 
- loans. 
stock, 
35 par 
76,839 
. 2 
at $35 
’ 1942, 
ympany 
of cur- 


Co. is 
f tires 
USINEss 
e com- 
erested 
selling 
rh Pure 
Among 
nership 
1 radio 
arnings 
re each 


TREET 











year with two exceptions in the 
past eight years. In the six 
months to May 31, 1943, net was 
$2.17 a share, with prospects that 
the total for the year to Novem- 
ber 30th will surpass the best fig- 
ures Of any recent years. The 
company has no bank loans or 
funded debt. The 21,963 shares 
of 6% preferred now outstanding 
are to be called for redemption 
and a new issue of 75,000 shares 
of $100 par value preferred is to 
be sold to the public. The common 
consists of 527,147 shares of $5 
par value. At the end of the last 
fiscal year, General Tire had 
strong financial position, report- 
ing $14,979,110 current assets, 
$4,935,402 current liabilities and 
$10,043,808 working capital. 

To sum up: U. S. Rubber ap- 
pears to be the most attractive 
stock among the Big Four, even 
though its statistical edge is not 
awide one. Its superior market 
prestige—due largely to the du 
Pont afhliation—probably is last- 
ing. Among the secondary cem- 
panies, Lee Rubber is most attrac- 
tive. Purchases should be timed 
in accordance with the A. T. 
Miller market analyses in each 
issue of this publication. 





Profit Outlook for 
Truck Makers 





(Continued from page 193) 
ings, and yielding about 7%, the 
equity looks undervalued in terms 
of near-term and longer range 
earnings potentialities. Renego- 
tation is a factor which may mod- 
ify 1942 results but any possible 
tepayments to the Government 
are more than covered by reserves. 

Diamond T Motor Car at 12 
‘ells about 2.5 times earnings 
which last year were $4.85 per 
share and this year may approxi- 
mate $5. Sales are expected to 
show an increase of some 30%. 
Past earnings were good and divi- 
dends fair, with last year’s dis- 
bursement of $1 affording a yield 
of 8%. One of the smaller truck 
makers, the company in recent 
years has concentrated primarily 
on a line of lighter vehicles rang- 
ing from 34- to §-ton capacity. 
Unlike most concerns in the indus- 
tty, it does not manufacture its 
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O35 YEARS OF PEACE 


AND WAR AND GROWTH 


W bie wasn’t much of the pres- 
ent U.S. A. mapped in geogra- 


phies on November 20, 1850, when 
the first train steamed forth on what 
today is part of The Milwaukee Road. 

The little five-mile line of 1850 is 
now an 11,000-mile transcontinental 
railroad linking the industrial cities 
of the east and middle west to the 
World ports of the Pacific Northwest. 

Through wars and rumors of wars, 
depressions and 
years of great 
development 





own parts. The company has al- 
ways leaned rather heavily on the 
export market but war orders 
more than offset the loss of for- 
eign business in which a strong 
revival is expected after the war. 
Doing strictly assembly work, a 
high degree of flexibility in opera- 
tions is maintained, permitting 
ready adjustment of expenses in 
slack periods. This resulted in 
greater earnings stibility than 
shown by most other units of the 
industry. Finances are fully ade- 
quate though working capital at 
present is somewhat restricted due 
to heavy requirements of funds to 
handle war contracts and expan- 
sion. 

Reo Motors in the recent past 
was a minor factor in the truck 
field, despite earlier popularity. 
Reorganization in 1939 has re- 
sulted in a somewhat improved 
operating structure and war-time 
earnings were relatively high with 
$2.99 per share netted last year. 
For the first nine months this 


year, earnings came to $2.94 ver- | 


sus $1.74 in the like period last 
year. Profitable operations bet- 
tered working capital position 


THE MILWAUKEE ROAD 


and prosperity, The Milwaukee 
Road has written its share of Amer- 
ican history. 

Today all that our free America 
means is being challenged. And we 
of The Milwaukee Road, in concert 
with the rest of the nation, are 
helping to fling back that challenge. 

Our friends and patrons—both 
passengers and shippers—are co-oper- 
ating to the limit. They, as well as 
we, , a the urgency of the situa- 
tion and the importance of the job 
we all have to do. 





11,000-MILE SUPPLY LINE 
FOR WAR AND HOME FRONTS 


ST PAUL 


ANO 


0 ~* 
MILWAUKEE} 


PACIFIC 


progressively and the company 
stands a good chance to emerge 
from the war period considerably 
strengthened financially as well as 
regards its trade position. In the 
long run, however, intensified com- 
petition from better entrenched 
manufacturers must be reckoned 
with. Meanwhile lack of a carry- 
over tax credit is impeding earn- 
ings growth, yet total 1943 net 
should approach $4 per share. 
Selling at about 9, the price-earn- 
ings ratio of 2.5 to 1 reflects the 
highly speculative character of the 
equity since Reo has yet to estab- 
lish earning power under normal 
conditions. 

Federal Motor Truck is an- 
other speculative issue, selling at 
about 4 times earnings at the cur- 
rent price of 454, based on last 
year’s net of $1.09 per share, and 
at little more than twice expected 
1943 earnings of about $2. 
Though a small maker of light, 
medium and heavy duty trucks, 
the company should benefit from 
the new truck program, on an as- 
sembly basis; at present it holds 
sizable war contracts. A new man- 
agement was installed in 1940 and 
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IMPERIAL OIL LIMITED 


Notice to Shareholders and the Holders 
of Share Warrants 


NOTICE is hereby given that a semi-annual dividend 
of 25e per share in Canadian currency, has been declared, 
and that the sume will be payable on or after the lst 
day of December, 1943, in respect to the shares spveitied 
in any Bearer Share Warrants of the Company of the 
_ a upon presentation and delivery of cou 
No. at: 


THE ROYAL BANK OF CANADA 


King and Church Streets Branch, 
Toronto 1, Canada. 


The payment to Shareholders of record at the close of 
business on the 16th day of November, 1943, and whose 
shares are rep d by Regi d Certificates of the 
1929 issue, will be made by cheque, mailed from the 
Offices of the Company on the 30th day of November, 1943. 

The Transfer books will be closed from the 17th day 
of November to the 2nd day of L b 943, |i 
and no Bearer Share Warrants will be ‘“‘split’’ during 
that period. 

The Income Tax Act of the Dominion of Canada pro- 
vides that a tax of 15% shall be imposed and deducted 
at the source on all dividends payable by Canadian 

tors to non-residents of Canada. The tax will be 
deducted from all dividend cheques mailed non- 
resident shareholders and the Company’s Bankers will 
deduct the tax when paying coupons to or for accounts 
of non-resident shai ders. Ownership Certificates must 
accompany all dividend coupons p d for pay t 
by residents of Canada. 

Shareholders resident in the United States are advised 
that a credit for the Canadian tax withheld at source 
is allowable against the tax shown on their United 
States Federal Income Tax return. In order to claim 
such credit the United States tax authorities require 

id of the deduction of said tax, for which purpose 
Ownership Certificates (Form No. 601) must be com- 

Bank cashing the coupons 
Certificate relative to 














secured from the 
Canada, Toronto. 
Under existing Canadian Regulations: 

(a) Payment of this dividend to residents of enemy or 
rohibited. 

to residents of other portions of 

Continental Europe or of the French Empire and Chins 

is prohibited but such residents may direct the deposit 

to their credit in a Canadian Bank of all amounts pay- 

able to them. 

(c) Other non-residents of Canada may convert this 
Gividend at current Can: 
tro] rates into such foreign currencies as are permitted 
by General Regulations of the Canadian Foreign 
Exchange Control Board. Such conversion can only 
effected through an authorized dealer, i.e., a Canadian 
Branch of any Canadian Chartered Bank. 

Shareholders residing in the United States may con- 
vert the Amount of the current dividend into United 
States Currency at the official Canadian Foreign Ex- 
change Control rate by sending at their own risk and 


any’s office or The 
of 


5 accept them 
for collection through an authorized dealer, or direct to 
any authorized dealer of the Canadian Foreign Ex- 
change Control Board. 

Shareholders residing in countries other than the 
United States to whom payment is not prohibited as 
y convert the amount of the current divi- 


draft in such foreign currency as is permitted in set- 
tlement of same, but they should first satisfy themselves 
that this action is not prohibited by the Foreign 
Exchange Control Regulations of the country in which 
they reside. 


IMPORTANT NOTICE 


NOTICE is hereby given that on and after the First 
day of December, 1943, new Coupon Sheets will he issued 
to holders of Bearer Share Warrants of this Com- 
pany, upon surrender of the NUMBERED TALON at- 
tached to the bottom of the Share Warrant. This Talon 
should be detached from the Share Warrant Certificate, 
and forwarded by registered mail to the Office of the 
Secretary, 56 Church Street, Toronto 1, Ontario. 

At the earliest date possible after the receipt of this 
_. new pg Re ng Peal Had the same Serial 

as e Certificate from which the Talon 
detached, will be returned in exchange therefor, ” 


BY ORDER OF THE BOARD, 


W. J. Whitling, 
56 Church Street, — 
Toronto 1, Ontario. 
10th November, 1943. 





a thorough reorganization effect- 
ed which has been instrumenta!] in 
bringing about greater operating 
efficiency. Capitalization is small 
and finances since 1941 improved 
considerably as the result of prof- 
itable operations after a period of 
deficits. The post-war outlook 
however is not assured and peace- 
time earning power has yet to be 
proved. 
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Varying Reconversion Prob- 
lems of the Leading 
Industries 





(Continued from page 171) 
ment work undertaken is concen- 
trated in the companies’ machine 
shops or Government - owned 
plants and container making fa- 
cilities are working at capacity on 
Army orders. Technical changes 
willbe minimal. | 

Conversion time will vary in 
the electrical products industry. 
Transition is likely to be short 
where war output is closely iden- 
tical with normal products; this 
applies especially to heavy electri- 
cal equipment. The change-over 
will be more difficult in some 
household appliance lines where 
plant facilities have been com- 
pletely dismantled. Resumption 
of manufacture of refrigerators 
may take six months, radios five 
months or less. Partial resump- 
tion is already beginning in refrig- 
erators and vacuum cleaners, thus 
the time may be cut. Of the lat- 
ter two, some supplies are ex- 
pected to appear on the market 
by the middle of next year; by 
1945 they should again be fairly 
abundant, according to present 
plans. The McGraw Electric Co. 
feels that reconversion will be 
“quite easy” since many of the 
company’s war products are stand- 
ard lines. Zenith Radio expects to 
resume within 60 days but is less 
definite about the time it takes for 
full production. In air-condition- 
ing, reconversion will be slower, 
with 6 months probable a reason- 
able estimate though it may be 
pared by some. In the case of the 
two leaders of the electrical indus- 
try, General Electric and Westing- 
house Electric, an average of 3 
months should be a good over-all 
estimate considering the great va- 
riety of their output. Some de- 
partments, however, may lag 
behind. 

The transitional period for the 
household furnishings industries 
will likewise vary. Stove makers 
already resumed limited produc- 
tion and relaxation of restrictions 
‘is reported in other sectors so that 
complete reconversion, once per- 
mitted, should be fairly rapid. 


Makers of soft pile floor cover- 
ings may be tied up somewhat 
longer, due to drastic conversion 
problems, but linoleum manufac- 
turers should hit their stride 
within 60 days or less. 

Transition in the farm equip- 
ment industry is also underway; 
the industry bids fair to become 
the first one completely recon- 
verted before the war ends. Late 
in spring, it was permitted to re- 
turn to the manufacture of 80% 
of 1940 output of farm machin- 
ery but the program is being im- 
peded by the slow flow of needed 
materials. War work of some 
companies is still considerable but 
reconversion should now quicken 
with the stepped-up release of 
materials. Such concerns as Inter- 
national Harvester and Oliver 
Farm Equipment Co. expect little 
trouble in changing back since 
they are already heavy in civilian 
production. 

The machine tool industry is up 
against major problems, yet the 
transitional period in some in- 
stances should be no more than 4 
to 6 months. Generally, recon- 
version speed often depends on 
the time individual companies re- 
quire in taking up new lines as 
many now contemplate. The in- 
dustry was the first to convert to 
war business; it-was the first faced 
with reconversion. Main problem 
is existence of a huge inventory 
of war-time tools whereof some 
g0% are believed adaptable to 
peace-time manufacture. The bulk 
(some estimate 75%) are general 
purpose standard machines. The 
remainder are special purpose 
units and of those, half or more 
can readily be adapted to peace- 
time production. Another night- 
mare is the fact that 50% or 
more of the machine tools pro- 
duced during the war are owned 
by the Government. This means 
that Government decisions will 
hang over future plans of the in- 
dustry to find users for the exist- 
ing equipment and clear the deck 
for the production and sale of 
new tools. As yet, Government 
policy has not been decided but 
indications are that much of the 
machinery surplus will eventually 
be exported for reconstruction 
abroad. Meanwhile many ma- 
chine tool companies have taken 
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up new lines; others still face this 
task and their success will de- 
termine the time it will take even- 
tually to return to normal if vastly 
reduced peace-time production. 
Renegotiation of war contracts 
remains a major uncertainty af- 
fecting the status of many. 

In the metal fabricating field, 
important reconversion problems 
impend but difficulties should not 
be unduly great. Capacity, greatly 
expanded during the’ war, will 
have to be scaled down drasti- 
tally. Renegotiation is also over- 
hanging most companies. 

In the office equipment industry, 
transition will be slow, reflecting 
the completeness of conversion to 
war work necessitating dismant- 
ling of most productive facilities. 
Probably complete retooling is re- 
quired and initially it may be dif- 
ficult to assemble trained workers 
in adequate numbers. The out- 
look may be modified if partial 
reconversion is undertaken soon; 
it is understood some typewriter 
production may shortly be author- 
ized. Since large quantities of 
second-hand office machines will 
be available after the war, no par- 
ticular pinch in supplies will be 
felt by consumers despite the 
prospective long pause before 
resumption of normal output. 

In the railroad equipment in- 
dustry, transition is well under- 
way reflecting heavy war-time 
need for rolling stock and loco- 
motives. Baldwin Locomotive Co. 
expects to be entirely out of tank 
production early next year, con- 
centrating on large Government 
orders for locomotives. The out- 
look is similar for American Lo- 
comotive Co. and others, and 
reconversion should continue 
apace. Pullman-Standard expects 
very few difficulties in reconvert- 
ing and even now is heavily en- 
gaged in the manufacture of roll- 
ing stock. 


Problems of the steel industry 
are limited largely to a change- 
back to sheet and light strip pro- 
duction on mills which have been 
converted to heavy strip and plate 
output. Also, extensive furnace 
tepair will be required for which 
there was little time under pres- 
sure of war work. Some obsoles- 
cent facilities will no doubt be 
closed down but these are more 
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than compensated for by new 
capacity erected during the war. 
Most of the reconversion prob- 
lems can probably be coped with 
without any appreciable interrup- 
tion of production. The time re- 
quired should be nominal. 

Ship building faces drastic con- 
traction of output rather than re- 
conversion. The latter may apply 
only in so far as new lines are 
contemplated, and then probably 
entirely new facilities will be re- 
quired. The problems of the ship- 
building industry are well recog- 
nized and need no particular am- 
plification. Government policy 
will play an important part in 
shaping the postwar outlook. 

In textiles, reconversion will be 
rapid though change-over’s and 
possible replacement of worn-out 
looms may consume some time. 
In most cases, transition will be 
short, in some no problem at all. 
60 days should be the max'mum 
except where special problems 
arise. 

Similarly, the change-over will 
be short in the tire and rubber 
industry, a matter of weeks at 
most and largely conditioned by 
the shift in emphasis from 
military to civilian tires. In me- 
chanical rubber goods divisions, 
occasional problems may arise but 
transition on the whole should be 
rapid. 





10 Special Selections 





(Continued from page 183) 


of a quarter or half of a point in 
purchase price looms big in cal- 
culating the longer term profit 
possibilities. 


TRI-CONTINENTAL CORPORATION 

This situation offers broad spe- 
culative possibilities in both the 
common shares and the warrants, 
the former listed on the New 
York Stock Exchange, the latter 
on the Curb Exchange. Tri-Con- 
tinental has large holdings in 
other investment companies and 
also a general portfolio with a 
long list of diversified securities. 
The common has ranged between 
a high of 12 in 1936, which ap- 
proximated its asset value at the 
close of that year, and a low of % 
in 1941 at the end of which year 





INTERNATIONAL PETROLEUM 


COMPANY, LIMITED 


Notice to Shareholders and the Holders 
of Share Warrants 


NOTICE is hereby given that a semi-annual dividend 
of 50c per share in Canadian Currency, has been de- 
clared, and that the same wil) be payable on of after 
the Ist day of December, 1843, in respect to the shares 
specitied in any Bearer Share Warrants of the Com- 
pany of the 1929 issue upon presentation and delivery of 
Coupons No. 6U at: 


THE ROYAL BANK OF CANADA, 


King and Church Streets Branch, 
Toronto, Canada. 


The payment to Shareholders of record at the 
of Geekeees on the 22nd day of November, 1943, and 
whose shares are represented by registered Certiticates 
of the 19.9 issue, will be made by cheque, mailed from 
the offices of the Company on the Svth day of Nuvem- 
ber, 1943. 

The transfer books will be closed from the 23rd day 
of November, to the 9th day of Deeember, 1943, inclu- 
sive, and no —* Share Warrants will be “‘split’ 
during that period. 

The Income Tax Act of the Dominion of Canada pro- 
vides that a tax of 15% shall be im and de- 
ducted at the source on all dividends payable by 
Canadian debtors to non-residents of Canada. ‘The tax 
will be deducted from al) dividend cheques mailed to 
non-resident shareholders and the Company’s Bankers 
will deduct the tax when paying coupons to ur for ac- 
count of non-resident sharvbolders. Ownership Certifi- 
cates must accompany all dividend coupuns presented for 
payment by residents of Canada. 

Shareholders resident in the United States are ad- 
vised that a credit for the Canadian tax withheld at 
source is allowavle against the tax shown on the 
United States Federal Income Tax return, In order to 
elaim such credit the United States tax authorities re- 
quire evidence of the deduction of said tax, for which 
purpose Ownership Certificates (Form No, 601) must be 
completed in duplicate and the Bank cashing the 
coupons will endorse both copies with a certiticate rela- 
tive to the deduction and payment of the tax and return 
one Certificate to the shareholder. If Forms No, 601 
are not available at local United States banks. they ean 
be secured from the Company's office or the Royal Bank 
of Canada, Toronto, 

Under existing Canadian Regulations: 

(a) Payment of this dividend to residents of enemy oF 
enemy occupied countries is prohibited 

(b) Payment thereof to residents of other portions of 
Continental Europe or of the Freneh Empire and China 
is prohibited but such residents may direct the deposit 
to their credit in a Canadian Bank of all amounts pay- 
able to them. 

(c) Other non-residents of Canada may convert this 
dividend at current Canadian Forelgn Exchange Control 
rates into such foreign currencivs a+ ate permitted by 
the General Regulations of the Canadian Fereign Ex- 
change Control Board. Such comersion can only be ef- 
fected through an Authorized Dealer Le. a Canadian 
Braveh of any Canadian Chartered Bank. 

Shareholders residing in t United States may con- 
vert the amount of the current dividend Inte United States 
currency at the official Canadian Forvign Exchange Con- 
trol rate by sending at their own risk aml expense, 
coupons, or dividend cheques properly endorsed, tu 
Agency of the Royal Bank of Canada, 6x William 
Street, New York City. which will accept them for 
collection through an authoriaed dealer, or direct to 
any authorized dealer of the Canadian Foreign Exe 
ehange Control Board. 

Shareholders residing in countries other than the 
United States to whom payment is not prohibited as 
above noted, may convert the amount of the current divi- 
dend by sending at their own risk and expense, coupons, 
or dividend cheques properly endorsed. to The Koyal 
Bank of Canada, King and Church Street Branch, 
Toronto, Canada, or to any other Authorized dealer or 
to The Agency of The Rova) Bank of Canada 6% WHl- 
liam Street, New York City, U. S. A. with a request 
for a draft in such foreign currency as is permitted 
in settlement of same. but they should first satisfy 
themselves that this action is not prohibited by the 
Foreign Exchange Control Regulations of the country 
in which they reside. 


IMPORTANT NOTICE 


_ Holders of Bearer Share Warrants are hereby noti- 
fied that an additional supply of dividend coupons Nos. 
61 to 80 inclusive, together with a new talon for a 
further supply of coupons, wil) be Issued by the Come- 
pany on or after Ist December, 1913, in exchange 
for the talon which is attached to the Bearer Share 
Warrants. The ta.on only should be detached from the 
Bearer Share Warrants and presented at or forwarded 
to the Company’s Office by registered mail (with return 
address clearly indicated) when a new supply of ecou- 
pons, bearing the same serial number as the warrant 
from which the talon is detached, will be issued ip 
exchange therefor. 

By order of the Board, 
ee J. R. CLARKE, Secretary. 
96 Chureh Street, Toronto 2, Canada 

10th November, 1943. 





asset value, after allowing for the 
preferred, was only 7 cents per 
share. Range this year has been 
4¥3—1%, and current price is 3. 
The perpetual warrants are for 
purchase of 1.22 shares of com- 
mon at $18.46. It would take an 
extreme bull market to put actual 
value behind them—but extreme 
bull markets are not impossible 
and, where a permanent specula- 
tive option is concerned, hope 
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THE ELECTRIC STORAGE BATTERY CO. 
The Directors have declared 
from the Accumulated Sur- 

Ex te plus of the Company a final 
BATT Re dividend for the year 1943 
of Fifty Cents ($.50) per 

share on the Common Stock, payable De- 
cember 21, 1943, to stockholders of record 

at the close of business on December 1, 

1943. Checks will be mailed. 

H. C. ALLAN, Secretary and Treasurer. 

Philadelphia, November 19, 19438. 








SOUTHERN PACIFIC COMPANY 
DIVIDEND NO. 104 
A DIVIDEND of One Dollar ($1.00) per share on 
the Common Stock of this Company has been declared 
ayable at the Treasurer’s Office, No. 165 Broadway, 
Rew York 6, N. Y., on Wednesday, December 22, 1943, 
to stockholders of record at three o'clock P. M., on 
Monday, November 29, 1943. The stock transfer books 
will not be closed for the payment of this dividend. 
J. A. SIMPSON, Treasurer. 


New York, N. Y., November 18, 1943. 





springs eternal : as witness the fact 
that these warrants sold as high as 
5% in 1936. (And subsequently 
as low as 1/128 in 1941. Range 
this year has been between 1% 
and 7/32, with current quota- 


tion 3%. 
UNITED CORPORATION 


The common stock of this once 
high-flying utility trust sold at a 
high of 75% in 1929—and down 
to 3/16 of 1 point in 1941. It will 
never approach the 1929 dream 
again, but there is a possibility 
that a more conservative political 
environment in the coming peace 
era will greatly improve utility 
stock values. United common has 
ranged on the N. Y. Stock Ex- 
change betwen 2% and 11/32 this 
year and is now at 1. It sold as 
high as 14% in 1933, 8% in 
1934, 734 in 1935, 914 in 1936 
and 8% in 1937. The warrants 
on the Curb Exchange, now at 
1/16 of a point, sold as high as 2 
to 234 in 1936-1937; and as high 
as 6% in 1933. 

SELECTED INDUSTRIES 


This trust is affliated with Tri- 
Continental Corporation, which 
has large holdings of its preferred 
and common shares. Assets are 
preponderantly represented by a 
wide diversity of marketable se- 
curities, without marked special- 
ization. Asset value of the com- 
mon is nil. In fact, the general 
market level would almost have 
to double to put it in the asset 
column. It did not have asset 
value in 1937 or 1936—yet sold 
as high as 45@. (And subsequently 
as low as 1/16 in 1941 and 1942.) 
The record proves that such op- 
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tions never go to zero, and al- 
ways rise sharply in a bull move- 
ment. After all, it is always pos- 
sible that some day the Dow- 
Jones industrial average may rise 
to 200 to 250, and the option may 
be held at small cost. Also at 
small risk if bought low. 





As I See It 





(Continued from page 165) 
dress before Congress in which he 
assured us the machinery set up 
there would speed Victory and 
bring a just Peace; that the Four- 
Nation declaration which was 
signed at the conference, con- 
tained pledges, which, put into ef- 
fect, would entirely do away with 
the need “‘for spheres of influence, 
for alliances, for balance of pow- 
er, or any other special arrange- 
ments through which in the un- 
happy past the nations strove to 
safeguard their security or pro- 
mote their interests.” 

It will be the task of the three 
great leaders, Roosevelt, Churchill 
and Stalin, to eliminate the hazard 
inherent in the situation and to 
carry on the program initiated by 
the Moscow conference. The suc- 
cess of any plan, however, de- 
pends as always, on the good-will 
and sincerity of the participants. 
The situation, therefore, calls for 
cooperation by all those who will 
benefit from the work at Moscow 
—the sooner the better. 

The tasks set for the confer- 
ence are many and will undoubt- 
edly include plans for action in the 
Pacific, where events are fast 
moving to a climax. The most 
important battles of this War may 
take place in the Far East, where 
the situation calls for a quick, de- 
cisive blow. 

Because of the almost unbear- 
able suffering endured by human- 
ity everywhere, and the great 
destruction, the War cannot be 
prolonged without the most seri- 
ous consequences. In recognition 
of this, preparations to conclude 
the struggle have been moving at 
an accelerated pace for some time. 
At long last, we are entering a 
stage where global War will be 
fought in reality, and on a pro- 
digious scale. Thus, the quicken- 


THE 





ing of events is calling for an 
earlier meeting between the three 
great leaders than was Con- 
templated, with the world wait. 
ing anxiously on the outcome. 





For Profit and Income 





(Continued from page 199) 
latter rate is well within present 
earning power which, on a con. 
solidated basis, exceeds $4. 


Greyhound Corporation 

Greyhound is reported to be 
planning $15,000,000 in new capi- 
tal financing, the bulk of the funds 
to be held for terminal and equip- 
ment expansion after the war. 
Company and its subsidiaries and 
affiliates are “tops” by a wide 
margin in the bus service business, 
Greyhound has been a “growth” 
situation in the past and no doubt 
will be in future, though it is 
bothered now by such matters as 
a 35 mile an hour speed limita- 
tion, an uncertain tire supply out- 
look for the next year and inabil- 
ity to expand number of buses. As 
in air lines, however, present 
larger number of passengers per 
trip is proving profitable. Parent 
company earnings figure to be al- 
most $2 a share this year, against 
$1.74 last year; while earnings on 
a consolidated: basis are close to 
$4 a share, against $2.96 in 1942; 
$2.28 in 1941; and $1.70 in 1940. 
After the war, lighter weight 
buses, improved motors and better 
fuels promise lower cost opera 
tion. Greyhound shares act rela- 
tively well in the market, having 
so far reacted only from high of 
21 to 183%, compared with year’s 
low of 14%. The $1.25 dividend 
yields about 6.8 per cent at pres 
ent price. 


Farm Equipments 

The farm equipment stocks 
continue to perform somewhat 
better than the market. Deere, 
Case, Oliver and Allis-Chalmers 
have shown for the year to date’ 
better market action than interna 
tional Harvester. Thisis another 
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example of something we havt 
talked about before: namely, that 
in a bull market the “‘secondary’ 
stocks nearly always rise mott 
than the “leaders.” 
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The Record Breaking 
Inflation 
(Continued from page 177) 


outlays may be expected to reduce 
heavily whatever inflationary sur- 
plus accumulation exists. 


If one additionally considers 
the augmented working capital 
needs to be expected for sustain- 
ing high post-war operations, the 
conclusion appears justified that 
with proper management, the in- 
fationary problem as a whole 
should at least be governable, in 
others words that basic conditions 
do not render run-away inflation 
inevitable. This does not preclude 
the probability, even desirability 
of a mild price inflation after the 
war. Its end will set free powerful 
influences resulting in a substan- 
tial, if temporary, reduction of 
national income and notably pay- 
rolls—even if there is no change 
in wage rates. During this transi- 
tional period, stability may well 
be promoted by a moderate rise in 
prices and wages to prevent too 
severe a drop in overall purchas- 
ing power. Properly controlled 
such a course would be distinctly 
beneficial; if not, the road to in- 
fation would become wide open 
as business and individuals alike 
would rush to convert funds into 
goods. 


The latter process, even when 
undertaken on an orderly basis in 
line with normal requirements, 
will depend in large degree on 
relations between Government 
and business since nearly half of 
the accumulations are held by the 
latter. But also it will depend on 
the outlook for individual employ- 
ment and security as far as private 
spending is concerned. These will 
e major factors in determining 
the relative volatility of accumu- 
lated funds, business and private; 
that is, the amount that will be 
spent immediately after the war. 
The latter, in turn, will govern the 
degree of inflationary pressure we 
are likely to experience. 





A further indication tending to 
minimize the inflationary peril has 
tecently come from another, and 
May say, very unexpected quar- 
tr. | refer to the current favor- 
able budgetary trend and its likely 
elect on future financing and tax 
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policy by the Government. Treas- 
ury receipts currently are running 
at an annual rate of some $3 bil- 
lion above budget estimates and 
expenditures some $15 billion be- 
low, in other words we are col- 
lecting considerably more in taxes 
than we expected while spending 
a great deal less. In the light of 
this, according to an analysis by 
the National City Bank of New 
York, the indicated deficit for the 
year is reduced from the budget 
figure of $66 billion to $48 billion 
whereof the portion requiring 
financing during the eight months 
November through June is $31 
billion. As against the latter, the 
Treasury has cash balances of 
some $19 billion. By drawing 
them down to, say, $9 billion, 
there would be provided $10 bil- 
lion of the $31 billion required, 
leaving only $21 billion to be 
taken care of. 


Allowing for regular sales of 
war savings bonds at the rate of 
some $800 million monthly or $7 
billion for the eight months period 
until the end of the fiscal year, this 
$21 billion would be further cut 
to $14 billion. Social security 
taxes and other Government trust 
fund investments should account 
for another $2 billion, bringing 
the remainder requiring financing 
down to around $12 billion, or a 
considerably smaller sum than was 
raised in the Third War Loan 


drive. 


This is significant for several 
reasons. It means that if present 
trends continue, a Fourth War 
Loan some time early next year 
should be able to take care of 
Treasury requirements for the 
balance of this fiscal year without 
further dependence upon commer- 
cial bank borrowing with its in- 
flationary creation of new de- 
posits. Even should required 
financing come as high as $15 bil- 
lion, this would still well be within 
the sum raised from non-com- 
mercial banking investors in the 
Third War Loan. An optimum 
possibility, after the end of the 
European phase of the war, is 
that Treasury requirements be- 
yond the current fiscal year may 
well be financed out of taxes and 
savings with no actual need of 
aditional offerings of Government 
securities to the banks. 
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NOW MAKING WAR PRODUCTS 


DIVIDEND ON 
COMMON STOCK 


The directors of Chrysler Corporation 
have declared a dividend of seventy- 
five cents ($.75) per share on the out- 
standing common stock, payable 
December 14, 1943, to stockholders 
of record at the close of business 
November 19, 1943. 


B. E. HUTCHINSON 
Chairman, Finance Committee 

















AES) COLUMBIAN 
CARBON COMPANY 


Eighty-Eighth Consecutive 
Quarterly Dividend 


The Directors of Columbian Carbon 
Company have declared a regular 
quarterly dividend of $1.00 per share, 
payable December 10, 1943, to stock- 
holders of record November 19, 1943, 
at 3 P. M. 





GEORGE L. BUBB 
Treasurer 











What lessons can the investor 
draw from this new approach to 
the much-discussed inflationary 
gap, the illustration that it is apt 
to be a far less perilous factor 
than once thought? Primarily, I 
would think, it is that buying 
equities purely on premise of their 
anti-inflation characteristics should 
lose a good deal of its validity, 
other things being equal. For as 
the inflationary threat recedes, 
traditional hedges stand to lose a 
good deal of their attraction, 
often to the detriment of those 
committed to them. The market, 
it appears, has been sensing this 
for some time; inflation hedge 
quality alone has been progress- 
ively less of a factor in guiding re- 
cent investment policy. While the 
danger of inflation is by no means 
past, one can state with consider- 
able assurance that it has become 
considerably lessened. The fact 
that the monetary flood so far has 
failed to break the dams protect- 
ing our price system augurs well 
for the future, in which we may 
find our vast productive capacity 
an effective neutralizing agent of 
whatever price-inflationary trends 
may develop. 














Financial Information, Please 


- What can 
* Foreign Trade After the War? 


we expect of 











Answer: 
Very Much 
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pear at the time of depression. 
Moreover, a large part oi our im- 
ports consists normaily of raw 
materials which at times are 
bought at bargain prices. Thus 
during the ’Thirties, for example, 
our crude rubber imports cost us 
only a fraction of what we used 
to pay during the "Twenties. On 
the other hand, the costs (princi- 
pally labor involved) of fabricat- 
ing rubber into the tire—which 
are reflected in the national in- 
come figures—went up during the 
’Thirties rather than down. 
Assuming that the divergence 
between our national income and 
the value of imports increases 
further as a result of the rise in 
fabricating costs, the national in- 
come of $110 billions should 
mean roughly an import total of 
$4.75 to $5.0 billions or about 
twice as much as we imported 
during the years immediately 
prior to World War II. A De- 
partment of Commerce guess ad- 
vanced in the recent study ‘‘For- 
eign Trade After The War’’ is 
that our imports may well exceed 
$7 billions, especially if prices are 
higher. On the other hand, Mr. 
A. H. Temple, of the National 
City Bank, told the National For- 
eign Trade Convention a few 
weeks ago that post-war imports 
may not exceed $4.5 billions. 
Apart from imports, tourist ex- 
penditures are likely to prove a 
considerable source of dollars that 
foreign countries may be able to 
use as payment for our exports. 
Tourist expenditures are particu- 
iarly responsive to rising incomes 
and hence the assumption that 
they and our shipping expendi- 
tures may climb after the war to 
$1.5 billions may be even conser- 
vative. In 1929 our tourist and 
shipping expenditures amounted 
to about $1 billion. The national 
income was then about $80 bil- 
lions, but its distribution was not 


214 


as even as we expect it would be 
after the war. 

There are still other sources of 
dollars: immigrant and charity 
remittances, interest and dividend 
payments on foreign investments in 
this country, payments for imports 
of silver, and salaries of our gov- 
ernment representatives abroad, 
as well as pensions and royalties 
aise abroad. In 1929 these 

arious payments came to about 
re billion. The Department of 
Commerce estimated in its study 
that together with tourist and 
shipping outlays they might reach 
some $3 billions. 

Hence, if after the war a de- 
gree of prosperity commensurate 
with a national income of $110 
to $120 billions is reached, we 
might well be able to supply for- 
eign countries with some 7.5 bil- 
lion in dollar exchange. The De- 
partment of Commerce guess is 
$10 billions. Even if one fourth 
of this amount is used by foreign 
countries for their debt service to 
us, foreign travel here and other 
payments—as was the case before 
the war—there will still be avail- 
able for our potential exports al- 
most $6 billions. With the excep- 
tion of 1919 and 1920, during 
which years we shipped large 
quantities of food to Europe to 
tide her over the emergency pe- 
riod, our peace-time exports have 
never reached that figure. 

All that boils down to this: if 
the United States is prosperous, 
if we do not insist on raising tariff 
barriers, and if we follow a policy 
of wise conservation of our nat- 
ural resources, we can well pro- 
vide foreign countries with more 
dollars to pay for our exports— 
as will be seen from the chart— 
than they ever had during the 
years between the two’ World 
Wars. We can do it without sif- 
foning gold to this country, and 
what is most important, without 
supplying the dollars by means of 
uncollectible loans. Informed opin- 
ion in most of the creditor coun- 
tries favors only direct invest- 
ments for the purpose of increas- 
ing or diversifying internal pro- 
duction. 





Answer: 
Very Little 
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tion will be kept low by heavy tax. 
ation; few individuals will be able 
to afford such luxuries as Ameri- 
can automobiles, refrigerators 
and the like. The accent will be on 
food and clothing, and there may 
not be enough for quite a while. 
Still Britain will probably be our 
best customer after the war. She 
will require machinery for recon- 
version and rehabilitation, and 
raw materials to feed her indus- 
tries. To pay for it, she will be 
compelled to compete with us 
strenuously in the world markets. 
Yet her export potential for some 
time will be far from adequate 
and a mechanism will have to be 
found to finance her requirements. 
It will not be too difficult, com- 
pared with other countries. While 
some use of Government credit 
may be necessary at first, private 
capital will soon be able to take 
over. 

The Empire countries as a 
whole should be able to maintain 
their positions fairly well vis-a-vis 
the United States. Canada, nor- 
mally our second best customer, 
has progressed considerably on 
the road to industrialization and 
may henceforth be somewhat less 
dependent on us. However, as an 
important exporter of vital raw 
materials and staples, purchasing 
power in Canada will remain high 
and good mutual trade can be ex- 
pected to continue though the ex- 
istence of large blocked sterling 
balances may favor purchases in 
Britain. 

In Latin America, too, funda- 
mentals point to a profitable ex- 
change of goods with the U.S. 
Bolstered by large dollar balances 
accumulated during the war, de- 
mand at least initially will be 
heavy to fill the vacuum created 
by wartime unavailability of mer- 
chandise but students of Latin 
American affairs warn against 
overestimating the potentialities. 
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Geared To Today's Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit . . . 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term market profit. 


Recommendations for Income and Profit .. . 
Common stocks, preferred stocks and bonds 
. . . for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building .. . 
Stocks in which you can place moderate sums 
for large percentage gains over the longer 
ferm. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy . . . and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . . . when to be entirely 
liquid. 


Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail . . . To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time ... by wire 
and by mail. 


Added Services... 


Business Service .. . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . "Ahead-of-the-news”’ 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 


and securities. iclaaese boda 





Turn to The Forecast... 
fi) To Know What Market Action To Take 


—For the Short Term—For the Longer Term 


s 


THE INVESTMENT AND BUSINESS FORECAST 





seee=====] MAIL YOUR ENROLLMENT TODAY [o*-**""""""==2="~ 


NOW—while the market is consolidating its recovery is the time to 
carefully adjust your position — 


. to make advantageous commitments in selected low- 
priced stocks . . . in special situations . . . in potential leaders 
— looking toward the year-end and into 1944. 


Buy on weakness . .. sell on strength has always proved a successful 
investment policy. But it is important that you hold favored stocks in 
approved industries . . . and know what action to take. 


For this guidance, you can turn to The Forecast with confidence now 
and over the important months ahead. 


The Forecast Is Setting 
An Outstanding Record 


The new lower-priced Forecast . . . announced 11 months ago... 
with a background of 26 years service . . . is guiding more and more 
investors throughout the country. We are proud of. . . 


1. Its 1200% increase in investor clientele. 
2. Its high percentage of subscribers who renew. 
3. Its outstanding record of substantial profits. 


As a Forecast subscriber, you are never in doubt as to your market 
position. All commitments made on our recommendations are kept 
under our continuous supervision . . . you are advised what and when 
to buy and when to sell in specialized programs fitted to your capital, 
wishes and objectives. 


1. Our initial valuable report on your holdings. 


2. Our list of Low-Priced Situations for Capital 


Enroll With Building . . . average price under 15. 


The Forecast 


. 3. Our analysis of the pattern and duration of 
To Receive: 


the current market phase . . . when to buy 
for the next important upmove. 


Only 4 points profit on 20 shares will cover your enrollment for a 
full year. Take advantage of our special offer of FREE service as out- 
lined on the coupon below. 
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FREE Service to Jan. Ist 


6 ence $40 
are O98 


Effective Jan. Ist, the rates will 
be 6 months $45; one year $75. 
Subscriptions are deductible for 
tax purposes. 


NOVEMBER 27, 


1943 





of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [) $40 for 6 months’ subscription; [] $75 for a year’s subscription. 
(Service to start at once but date from January 1, 1944) 


O) Airmail Your Bulletins To Me. 
(OD $1.00 for six months; 1 $2.00 for 
one year in U. S. and Canada.) 


() Telegraph me collect in anticipation of im 
portant market turning points . . . when 
to buy and when to sell. 


OMNI orc CON ir ecw ce crw aln'e ol Re Wale WOM o wane Kio eld Wield Maa wana ee woe ae mae neane 


OREM cree casio cas cece musi oe eeuer wien matemedbeds ECE Per CT 


Your subscription shall not be assigned at 
any time without your consent, 


List up to 12 of your securities for our initial 
analytical and advisory report. 
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Industrialization has proceeded 
apace below the Rio Grande and 
expectation is that it will be 
pushed even farther when peace 
comes. We may expect a gradual 
shift in our exports, with slowly 
declining emphasis on consumer 
goods and greater stress on capi- 
tal goods, accompanied by increas- 
ing exports of capital for the pur- 
pose of direct investment. Over 
the longer term, export prospects 
of merchandise may thus not 
measure up to present optimistic 
expectations. British competition 
will also be felt and the severe in- 
flationary tendencies now develop- 
ing in some of cur neighbor coun- 
tries to the South may further 
jeopardize trade expansion. 

Prospects in the Far East are 
totally unpromising. China clearly 
cannot survive without heavy fi- 
nancial assistance from abroad, 
let alone recover from the rav- 
ages of a ten-year war. Conquered 
Japan, normally our third best 
customer, will hardly be in a po- 
sition to resume her former heavy 
imports of American goods. More- 
over, the future status of her 
erstwhile principal export article, 
_ raw silk, has become highly un- 
certain. Trade with both these 
countries of the East can only be 
carried on a heavily subsidized 
basis, of both short-term and 
long-term variety which in itself 
constitutes a limiting factor. 

India has become a creditor of 
Britain, holding large balances of 
blocked sterling. To utilize them, 
she will be obliged to purchase in 
England rather than here. South 
Africa, Australia and New Zea- 
land find themselves in a similar 
position which, while not preclud- 
ing trade with our country, does 
tend to hamper its natural devel- 
opment. 

Russia on the other hand may 
well become one of our most 
promising export markets. Her 
reconversion and reconstruction 
problems will be stupendous. She 
faces greater social and economic 
difficulties than any other member 
of the United Nations, except 
China. Need for food, clothing, 
machinery and goods of every de- 
scription will be enormous. How 
is she going to pay for it? Russia 
will hardly have any export sur- 
pluses to speak of, for a long time 


to come. She could ship gold, of 
course, of which she is an impor- 
tant producer but no one knows 
her actual capacity, whether large 
enough to support adequately 
whatever financial arrangements 
must be made to get her on her 
feet. 

Altogether, the world’s pur- 
chasing power after the war ap- 
pears hardly sufficient to absorb 
large-scale American exports on a 
sound basis. Optimists point to the 
probability of heavy American 
imports, variously estimated at 
$4.5 to $6 billion annually. These, 
they say, will provide the outside 
world with sufficient dollar ex- 
change to buy in the American 
market. This obviously is a fal- 
lacy. Even granting imports of 
such magnitude, who would pri- 
marily benefit ? 

Before the war, the bulk of our 
imports came from tropical or 
Empire countries. They consisted 
largely of crude rubber from Ma- 
laya, coffee from Latin America, 
cane sugar from Cuba, newsprint 
from Canada, raw silk from Ja- 
pan. Also tin from Malaya, furs 
from Russia and Canada, liquors 
‘rom Britain, wool from Australia 
and Argentina, and jute from 
British India. Assuming a similar 
structure of our post-war imports, 
Latin America and the Empire 
countries will be the chief bene- 
ficiaries. The former for some 
time will stand in no particular 
need for dollar exchange; rather 
dollars in the form of capital in- 
vestments are likely to flow south- 
wards in increasing amounts. In 
the case of the Empire countries, 
the dollars thus acquired will ex- 
ceed actual trade needs and by 
means of triangular trade will find 
their way to Britain, in all likeli- 
hood reducing the latter’s financ- 
ing needs but not creating new or 
commensurate demand for Amer- 
ican goods. In this fashion, even 
heavy American imports may fall 
short of their effect as a trade 
stimulant. 

Europe, our erstwhile principal 
market, will have little to offer in 
the way of exports. Production 
there will be badly needed for re- 
construction and to meet urgent 
home requirements. Europe’s ex- 
port potential, for years, will be 
severely restricted, in some coun- 


tr sit will be all but non-existent, 
Europe, except England, cannot 
earn from foreign trade the dol- 
lars required for sizable Ameri- 
can imports without impeding its 
own recovery, depressing its own 
economy. Thus heavy American 
imports do not answer the prob- 
lem. Benefits therefrom will not 
accrue where they are: needed 
most; instead, a lop-sidcd struc- 
ture will be built which under 
post-war conditions can hardly be 
corrected by triangular trade. 

In effect, and this is the crux of 
the matter, continental Europe, as 
a mutual trade partner, will be 
completely knocked out and is not 
likely to recover as such until re- 
construction and rehabilitation is 
well on its way. Meanwhile the 
vacuum in world trade thereby 
created will have a retarding ef- 
fect all around. This is well recog- 
nized by our financial experts who 
for months have been struggling 
with this very problem without so 
far arriving at a practical solu- 
tion. Chances are it cannot be 
solved except by a slow and pain- 
ful process of gradual and well- 
planned recovery. But under such 
conditions, world trade after an 
initial hectic spurt is more likely 
to languish until the task of re- 
construction is completed. 

The only alternative appears 
financia! assistance on an unprece- 
dented scale, an extremely risky 
undertaking which in my opinion 
will not prove feasible. It is 
doubtful whether enough popular 
support could be mustered for it, 
and enthusiasm would be even 
harder to arouse should it de- 
velop, as it well may, that there 
will be no particular need for 
broad foreign markets to keep 
our workers busy at home. Our 
own deferred demand is huge 
enough to absorb the bulk of our 
enlarged productive capacity and 
may leave relatively little for ex 
port. Ard the people would hard- 
ly take kindly to prolonged and 
possibly onerous rationing at 
home to maintain heavy exports 
to foreign buyers who cannot pay 
for them. A high volume of trade 
may thus for a time be maintained 
along certain particular channels, 
but pulmotor methods, in the end, 
are likely to have only adverse 
influences on international trade. 
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